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Financial Summary 


Dollars in millions, except per share amounts 


1994 


1993!) 


1992!!! 


Operating Results 
Sales and Revenues 
Income from Continuing Operations 


before Special lems ?) oo. seccssssceesnssseeeee 


Income from Continuing Operation: 

Loss from Discontinued Operations .. 
Cumulative Effect of Accounting Change: 
Net Income/(Loss) .. 

Capital Expenditures 

Depreciation and Amortization ......... 
Research and Development Expenses.. 


Financial Position 


RES Gy oer is gcsst ci eecretdedeeecaas hervepedemunis 


PSE H ctr esistecsstestnestesvn 
Common Shareholders’ Equity .. 
Return on Average Common 


Shareholders’ Equity?) .......csscssessssenssseensnee 


Data Per Common Share 

Earnings from Continuing Operations 
before Special Items?! 

Earnings from Continuing Operations.. 

Cumulative Effect of Accounting Change: 

Earnings/(Loss) . 

Dividends 

Book Value 


Other Information 
Common Shares Outstanding — 


End of Year (thousands) ........csscssssssssessesssseeee 


Common Shares Outstanding - 
Average (thousands) 

Dividends Paid on Common Stock 

Number of Employees — Continuing 
Operations (thousands) ........0..00 


283.3 


83.3" 


83.3 
444.6 
260.7 
132.4 


234.4 


134.4!) 
(108.4) 


26.0 
309.6 
234.6 
135.0 


. $5,093.3 $4,408.4 $4,337.0 


202.8 
5/77 
(162.2) 
(190.0) 
(294.5) 
398.4 
232.1 
130.0 


$6,230.6 $6,108.6 $5,598.6 


1,529.7 
1,497.1 


18.8% 


ign) 3.01 


88 
88 
1.40 
15.91 


94,083 


93,936 


1,706.1 
1,510.2 


15.3% 


$ 2.56 
1.46 


.28 
1.40 
16.16 


93,465 


91,461 
$ 127.9 


34.0 


!" Certain amounts have been reclassified to conform to the 1994 presentation 


"Excludes provisions of $200.0 and $100.0 in 1994 and 1993, respectively, relating to asbestos- 


1,819.2 
1,537.5 


11.4% 


$ 2.26 
64 

(2.12) 
(3.29) 
1.40 
17.10 


89,892 


89,543 
$i 1254 


32.8 


related insurance coverage, and in 1992 a $140.0 provision relating to a fumed silica plant in 

Belgium and an incremental charge of $5.1 for postretirement benefits prior to plan amendments 
includes a $200.0 provision relating to asbestos-related insurance coverage. 
Includes a $100.0 provision relating to asbestos-related insurance coverage. 
"Includes a $140.0 provision relating to a fumed silica plant in Belgium 


Earnings Per Share from 
Continuing Operations* 


90 92 93 94 


*Before special items 


About the Company 


Grace is the world's largest spe- 


cialty chemicals company and 
holds a leadership position in spe- 
cialized health care, Grace's mis- 
sion is to use its core competen- 
cies globally to be a leading pro- 
vider of products and services that 
improve the quality of life for 
people throughout the world. 
Through the hard work and dedi- 
cation of 38,000 employees 
doing business in more than 130 
countries, the Company gener- 
ated sales and revenues in 1994 
of $5 billion and operating earn- 
ings of $283 million. 


Thomas A. Holmes, 


Acting President 
and Chief Executive Officer 


To Our Shareholders: 


1994 was a year of strong performance for W. R. Grace & 


the best year in over a decade. More importantly, it was a year of profitable 


or all Grace businesses 


balanced growth 


Net operating earnings per share grew 18% to $3.01 on sales of $5.1 
6 over 1993. 


The specialty chemicals businesses grew sales by 11% and recorded a 19% 


Increase In pretax operating income. with improvements across all product lines 


and from each region of the world. The health care business continued its 


yansion, at the same time mana and e thancing quality, to 


global ex 


record a 28% increase in pretax operating income on sales that were up 24% 


lined in the 1991 strategic plan was essentially 


tly $650 million from the divestment of nonstra- 


o $2.1 billion 


n the Company's s 


The Right Strategy 


Based on 1994 res 


strategy the Company has been 


ollowing is the right c Even though Grace is a smaller company today, it is 


less than in 199( 


stronger. Sales however, net operating income is 


40% higher, « led. We have a strong base on 


ave nea 


whict 


2 can achieve our year-to-year earings performan¢ Se 


goals w ing a long-term investment program to protitak ly grow our 


business 


Let me « vasize profitable growth. As we look to the future, our sights 


remain tare 


on shareholder value. We are excited about the opportunities 


before us >stment made 


will be measured against whether it lec  p rofitable growth and shareholder 


value 
We have 


six core businesses — in packaging, catalysts, specialty construction products 


bright future ahead of us ace is the market leader in five of its 


container sealants and kidney dialysis — and it is among the top three in water 


treatment 


Strong Earnings Performance 


Health care will continue to be ah xpands globally. 


| j £ 
lt is well managed and has established a reputation for providing quality care 


while at the same time being h ly costeffective — two important attributes for 


F lecceed 
continued lead 


snip and 


mY 
32 years of uninter 


ed annual earnings growth. Consistently maintaining a leadership position 


The packaging business continues its winning streak with 


rupt 


n its traditional markets, this business is pursuing exciting opportunities for 


| 7 r f 
n, as well as new applications tor prod as films 


s demand for packaging products in the 


sia Pacific and Latin America. In the more advanced 


sultry proc These market dynam- 


cs create new challenges. | am confident that these challenges can be met 


Grace's Global Product Line 
Management Team (clockwise from 
top right): James R. Hyde, President 
of Grace Davison; Constantine 
L. Hampers, President of Grace 
Health Care; lan Priestnell, 
President of Grace Dearborn; 
Robert J. Bettacchi, President of 
Grace Construction Products; Fred 
Lempereur, President of Grace 
Container Products; Jean-Louis Gréze, 


President of Grace Packaging 


reates strong demc 


icas help ta 


more [nan OF OUr rev J In nore fr UO T Jr pret Of Ing 
income. They will continue to be the major contributors to the future growth of 
the Cc ympany 
Investing for Future Growth 
E busine ster ° 

Jership position by in n new tect } icts, upgrading 
manutacturing ana service operations and ag yressively expandin J into new 
markets on a gl obal bas! 

{ 


44 1994 to $445 million and expect to continue ure 
level in 199 } customer base 
Wy, \ ( 


ces which, along with smaller acquisitions in 


100 million in profitable revenues in 1994 


erica provides approximately two-thirds of our revenues, the 
n 1994 came from Asia Pacific and Latin AME NCO: As.we 


continue, we are expanding sales and sericai¢enterscand 


pursuir ¢ partr ps { 
j 

. bo. i SEP 1995 

Operating Efficiencies j ISO 


While 
—and must — 


Ne have ma 


ress in reducinc operating casts, we know we 
J g g 


We are tak Ing actions to improveloperatingretficien 


cies any strategically our supplier base consolidating facilities and 


g intormat 


on management systems worldwide 


so have b nvest 


g in our most valuable asset and our key competi 


vantage — the people of Grace. Our m lanagement team has come a | ong 


way toward creating the rig 


— where highly capable and 


sroductivity quality and innovation are the 


performance norms. V fe are increasing train ng, acquiring the right tools to get the 


q re\ 


ward and recognition programs that encourage 


rk as teams, to break through all p previously set limits and to concen 


people to 


customers and Our shareholders 


nging value 


Future Direction 


Earlier this month, J. P. Bold signation as a director and as 


esident and Chief utive Officer ad the Bo as Acting 


President and Chief 


nla reple cement Is Scovel 


On March 17, the 


2s of actions that will char ge the 


composition of the 1d to the implementatic n of numerous progressive 


The B 


mpany’s 1995 Annual Meeting: adopted a by-law amend 
J P iy’ 


corporate governance princir ard agreed to reduce its size to 12 mem 
} f g 


bers prior to the C 


+ ant a ~ | pales f } + Sa aie | | 
9 manaatory age limitation for directors; and named as Honor 


race, who, after serving as Chairman for 14 years, an 
nounced that he would not stand for reelection to the Board in May 1995 


ch Committee of outside Board 


members in a national search to select, as quickly as possible, the best qualified 
t executive officer of Grace. After the new chief ex 


six members of the 


oard will step down and will be re- 


placed by new, independent directors 


We are pr 


improving the p 


f the contributions our 38 ( om employees have made toward 


ments in the pages the 


contidence that | have 


—Werne C KG 


GRACE at a Glance 


GRACE Packaging 


Grace is a worldwide innovator in 
flexible packaging technology and 
products, Specializing in advanced 
packaging systems for meat, poultry, 
cheese and other perishable food 
products, as well as shrink packaging 
materials for consumer and industrial 
products, Cryovac® films, bags and 
laminates have revolutionized 
marketing and merchandising 
techniques for the food industry and 
other markets. Using sophisticated 


multilayer coextrusion technology, 
Grace Packaging’s high-performance 
materials preserve flavor and aroma 
and enhance the shelflife and 
appearance of packaged foods and 
improve the merchandising of 
consumer packaged goods. 


1994 Highlights 
Increased sales 13% to $1.4 billion. 


*Nearly tripled sales of Cryovac® 
TBG™ puncture-resistant bags 
for pork 


* Commenced facility expansions in 
Brazil, Argentina, France, Italy and 
the United States. 


* Strengthened European film laminate 
technology and production base 
with Schur Multiflex acquisition 


* Started production at 51%-owned 
A/O Grace Kaustik plant for cheese 
and processed meat bags in Russia 


* Introduced Darfresh™ meat and fish 
packaging in Argentina and Chile 
and a new cookin laminate in Brazil 
and Argentina. 


* Began construction of $40 million 
Malaysian display films plant. 


GRACE Davison 


Grace Davison petroleum fluid 
cracking catalysts “crack” crude oil 
into motor fuels and other useful 
petroleum-based products. Grace 
Davison polyolefin catalysts are 
critical in the manufacture of poly- 
ethylene resins for plastic film, high- 
performance pipe and household 


containers; its silica and zeolite 
adsorbents are value-added ingredi- 
ents and processing aids in the paint, 
plastics, toothpaste and edible oil 
refining industries. 


1994 Highlights 
* Grew sales 7% to $610 million. 


* Solidified market positions in Europe 
and Asia Pacific 


* Initiated $60 million North American 


and European cracking catalyst 


facility expansions. 


* Opened new Singapore technical 
center to support customers in Asia 


Pacific. 


* Announced construction of $33 
million silica production facility in 
Malaysia 

* Introduced new silica products for 


water-based coatings, ink jet printing 
and dentifrices 


GRACE Construction Products 


Grace concrete admixtures and 
cement additives, fireproofing and 
waterproofing systems are sold 
worldwide on a specification basis to 
protect structures from the punishing 
effects of nature. Meeting the world’s 
most stringent building codes and 
performance requirements, Grace 
construction products strengthen 
concrete, fight corrosion, stop water 
damage and protect structural steel 
against collapse in the event of fire. 


1994 Highlights 
Increased sales 16% to $387 


million. 


* Opened new plants for concrete 
admixtures in Indonesia and China 
and Monokote® fireproofing in 
South Korea 


* Strengthened market position in 
United Kingdom through Cormix 
acauisition 


* Introduced PolarSet® accelerating 
concrete admixture and Bituthene 
Pre-Pour™ waterproofing system. 


*Garnered firsHtime Bituthene® 
waterproofing sale in Russia and 
Serviwrap™ pipewrap sale in 
Vietnam. 


* Developed new range of specialty 
products based on Monokote® 
technology for applications in the 
petrochemical and other industries 
worldwide. 


GRACE Dearbom 


Grace Dearborn water treatment 
produets inhibit scale, corrosion and 
fouling in industrial cooling and boiler 
water systems. Its wastewater 
freatment products enable customers 
to recycle process waters and render 
discharge water environmentally safe 
Grace Dearborn process chemical 


products enable pulp and paper, oil 
and petrochemical producers to 
optimize production processes while 
maintaining system and environmental 
integrity. 

1994 Highlights 


¢ Grew sales 10% to $363 million 


ntegrated previously acquired 
Aquatec operations throughout the 
Americas. 


Expanded market share in Latin and 


orth America 


* Opened new plant and technical 


aboratory in Venezuela. 


ncreased market presence in Asia 
acific through joint venture in India 


ntroduced new tissue creping and 


‘ood packaging process chemicals 
and state-ofthe-art electronic 
microbiological assay, monitoring 


and control systerns worldwide. 


GRACE Container Products 


Grace sealants ensure the integrity of 
more than 400 billion cans and 
bottles each year, making Grace 
Container Products the world leader 
in can sealing technology. Grace 
container sealant systems protect 
foods and beverages from bacteria 
and other contaminants, extend shelf 
life and preserve flavor. Grace 
specialty polymers are used in printed 
circuit board manufacture and 


component assembly in the electron- 


ics, electrical, automotive and defense 


industries 
1994 Highlights 
e\ncreased sales 6% to $325 million 


* Consolidated global manufacturing 
facilities. 

* Introduced high-performance, 
environmentally friendly, water- 


based container sealants 


* Opened container technical center 
in the Philippines. 


* Completed construction of 
Indonesian container sealant plant 


Formed can and closure sealant 


compound joint venture in Russia 


GRACE Health Care 


Through its National Medical Care, 
Inc. (NMC) subsidiary, Grace Health 
Care focuses on saving lives. It 
provides high-quality, costeffective 
dialysis services to 45,000 patients in 
need of hemodialysis and peritoneal 
dialysis, primarily through a network of 
more than 550 outpatient clinics. A 


major manufacturer of dialysis 


products, Grace's vertical integration 
helps keep costs in check. Rounding 
out Grace Health Care’s portfolio is 
NMC Homecare, its growing U.S 
network of home health care services 
Available around the clock to provide 
a caring, cost-effective alternative to 
long hospital stays, Grace Health 
Care offers both infusion (intravenous 
nutrition and medications) and 


respiratory therapy services 
1994 Highlights 


e Increased sales 24% to nearly $1.9 
billion 


Extended range of diagnostic testing 
services, introducing new tests to 
check growth hormones, protein 
metabolic rates and other key 


diagnostic indicators. 


* Expanded renal care programs 
globally to 13 countries 


* Moved into 15 new U.S. home 
infusion markets through Home 


Nutritional Services acquisition 


* Enhanced home care service 
capabilities with Personal Care 
Health Systems acquisition 
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Grace Packaging is the world’s leading innovator in flexible plastic 
packaging systems. By staying attuned to market trends, changing 
distribution patterns and opportunities in new and emerging regions, 
Grace Packaging has helped shape, and in some cases, revolutionize a 
broad range of markets. Its Cryovac® films, laminates and bags extend 
the freshness, flavor and shelf-life of meat, poultry, cheese, fish and 
produce. Cryovac® technology also adds value and merchandising 
appeal to consumer and industrial goods. 


Grace Packaging has a strong combination of core competencies that provide 


unique and sustainable competitive advantages. These include: 

*An intimate knowledge of film processing and resin technology. 

* Expertise in both the food and packaging sciences. 

¢ Relationships with supermarket chains and retail sellers throughout the world. 


* Responsiveness to the complete packaging, marketing and merchandising 
needs of both its direct customers — those who purchase packaging systems — 
and the final consumers — those who eat the foods and use the products 
protected by Cryovac® ingenuity. 

*A total systems approach: packaging equipment design and installation; 
technical, sales and customer service support; label design; and an extensive 


distribution network. 


To assure global market leadership in food and consumer goods packaging, 
Grace Packaging is looking at business expansion opportunities using a “state- 
ofthe-market” approach. Markets are defined as new (Russia, China, India), 
emerging (Eastern Europe, Latin America, Southeast Asia), and leading edge 
(Western Europe, North America, Australia, Japan). This mix of diverse coun- 
tries and cultures — with very different but specific requirements — calls for 
custom-ailored strategies. Each market represents growth opportunities that 
Grace Packaging is addressing with new products, enhanced manufacturing 
expertise and logistics support, and greater partnership with customers. 


Grace Packaging 
Sales by Region 


($ millions) 


Total Sales 


4 In Sao Paulo, Brazil, molten plastic 
is extruded, then inflated with air, 
causing it to expand to the 
desired thickness and size to meet 
customers’ very specific product 


performance requirements. 


New Products & New Markets 


Grace Pac kaging has been at the forefront in developing 


sackaging technologies for the centralized pac kaging 
F ging g Ff ging 


and poultry. Termed “case-ready,” these new products arrive at 


ket already pac kaged in convenient retail sizes for immediate 
Y F :) 
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consumer purchase. Case-ready options offer retailers th A 


new convenience produc ts with 


isumer Appea 


As North American retail pork sales climbed in 


A High-performance Cryovac® 


TBG™ (total bone guard) pork bags, intro ’ ‘ x 
, multilayer films, bags and laminates 


bags are puncture-re . 
lock in the flavor and aroma of 


bone-in beef and pork cuts . 
packaged cheeses, enhancing product 


aK eye appeal and shelf-life. 


Also gaining wide acc 
reduce leakage from trayed poultry. 


pportunities ir 


To capitalize on increasir 


broadened its sales organization and manuta 


first Cryovac® vertical form-ill-seal system tor th 


ps, stews 


line to package liquids such as 


fillings. In Argentina and Chile, G 


Darfresh™ vacuum skin packaging tor sliced 


n America's most popular 


cookin material for mortadella — one of Latir 
1995 


cessed meats — is being commercial 


> Label design and custom printing 

are just two value-added components 
of the total packaging systems 
that Grace Packaging provides 


to customers. 


A Cryovac® flexible pouches offer 


foodservice providers an 
easy-to-use and easy-to-store 
packaging solution for hot- and cold- 


fill food products. 


respond ncreasing demand for consumer goods packaging in Asia 


nN of a display tilms manufacturing tacility in Malaysia 
bled its sales force ir 


the region. The Company is establish 


ing a presence in China and will initially supply ¢ hub casings for sausage — a 


on and unfavorable economic conditions in 


E 3race volume and market penetration. For example 
es en barrier film for slice ed meats and 
Republic. In April 1994, A/O 
manu j nR 
che 1e restructuring of European 
operations resulted in cost reductions and productivity improvements. 
ther strenat Grace expanded existing facili 
ies ana acquired kaging facilities in So Paulo 
Brazil: Buenos Aires, A France; P 1, Italy neca 


South Carolina and lowa Park, Texas, USA are being significantly expanded. In 


Committed to accelerating global growth, Grace announced in March 
1995 a $300 million capital expansion program to further enhance its packag- 
ing manufacturing capabilities worldwide. The three-year growth plan, which 
extends beyond capacity expansions already cited, calls for additional produc- 
tion lines for bags, films and laminates. Facility expansions are slated for four 
plants in the U.S., two in South America, and one each in Australia, Canada, 
France and Malaysia. The expansion program will include installation of state- 
otthe-art manufacturing equipment to provide increased operating flexibility and 


efficiencies 


Training Accelerates Globalization 

Because of the rapid momentum required to seize opportunities in new and 
emerging markets, Grace Packaging has made sizable investments not only in 
capacity and research, but also in finding and developing the right people to 
grow its packaging business. In addition to concentrating on product applica- 
tions, Grace Packaging employees in Latin America cross+rained in sales, 
marketing, engineering and other functional areas. In Asia Pacific, sales training 
addresses the diverse language and cultural requirements of the region. To 
ensure that the staff of the new films plant in Malaysia “hits the ground running” 
©n opening day in 1996, the Kuantan team will spend six months in Seneca, 
South Carolina at Grace’s newest North American production facility to learn 


best practices in films production 


Cryovac® medical films meet the 
demands of critical applications 
requiring durability, flexibility and 


sterilization. 


Cryovac® display films are 
specifically designed for strenuous 
packaging applications that 
also require a high degree of 


merchandising appeal. 


Citing the added protection that 
extends the shelf-life of pork from one 
week to three, the Flexible Packaging 

Association named the tough 
Cryovac® TBG™ bag one of the top 


packaging innovations of 1994, 
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Driven by a commitment to customer service, product innovation and 
low-cost, high-quality manufacturing, Grace Davison has maintained its 
position as the leading worldwide supplier of petroleum fluid cracking 
catalysts to produce gasoline and other fuels from crude oil. It remains 
the leading supplier of polyolefin catalysts used in the manufacture of 
polyethylene resins for plastic film, high-performance pipe and house- 
hold containers. Grace Davison is also a world leader in silica technol- 
ogy and materials used to enhance a variety of products, including 
paints, pharmaceuticals, food, plastics and personal care products. 


Despite intensified global competition in the fluid cracking catalysts (FCC) 
market, Grace Davison recorded increased sales during 1994. It achieved 
improved capacity utilization, capitalizing on technically advanced, highly 
efficient production operations such as its Lake Charles, Louisiana facility, the 


largest FCC plant in the world. Grace Davison increased FCC market penetra- 


tion in Europe and began to solidify its position in Asia Pacific, a market that is 


expected to grow 15% annually throughout the decade. 


Grace Davison has embarked on a $60 million FCC expansion program in 
North America and Europe, where new and expanded facilities will permit the 
introduction of new technology catalysts and will improve productivity and cost 
structure. By forming special partnerships with suppliers and customers, Grace 


Davison has further strengthened its competitive position. 


To meet customer requirements for highly tailored products, Grace Davison 
calls upon an advanced information network to analyze refinery operations 
and provide the best catalyst selection on a realtime basis. A new technical 


support center in Singapore is the latest link in this network. 


In 1994 Grace Davison sales of hydroprocessing catalysts increased as 
refiners sought to better manage metals and sulfur to meet new processing and 


regulatory requirements. 


Grace Davison Sales 
1992-1994 


($ millions} 


There is a gre WING demand for catalysts to synthesize unique resins used in the 


production of plastics. Grace Davison 


locene catalyst technology for producti 


1as invested in the revolutic onary metal 


on of nex generation pc slyolefin resins 


Sales of silica adsorbents rose in 1994, particularly in emerging markets ir 


Asia Pacific and Latin America, where c 
increasing. Grace Davison is constructi 
pr sduce silicas tailored to the Asia Paci 
20% per year through the decade 


New silica-based products launchec 


agent used in the growing water-basec 


emand for consumer pre » Juc ts 1S rapidly 


ng a $33 million plant in Malaysia to 


ic market, which is expected to grow at 


in 1994 include a hydrogel flatting 


coatings market, an additive for coating 


paper used in ink jet printing and a new tormulation offering improved tooth- 


paste characteristics 


4 TriSyl® silica adsorbents enhance 


the purity, clarity and taste of 
edible oils. 


A Grace Davison has pioneered the 


development of advanced catalysts 
specifically formulated for the 
production of today's environmentally 
compatible, cleaner burning gasolines 


and motor fuels. 
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A global supplier to commercial and residential markets, Grace 
Construction Products is hard at work all over the world. Grace products 
reinforce bridges and tunnels, protect against the hazards of fire and 
water and extend the useful life of concrete and masonry structures. 
Through extensive cost-control efforts and an emphasis on value-added 
products, Grace Construction Products is well positioned for continued 
strong growth. 


Cement & Concrete Products 

Mainstays in the North American market, Grace cement additives and concrete 
admixtures are increasing their market penetration worldwide. Sales of cement 
additives utilizing Grace's patented technology experienced significant growth, 
particularly in Western Europe, while new plants in Indonesia and China went 
online to help meet growing demand in the Far East. The acquisition of Cormix 
strengthened Grace's position in the United Kingdom, where a new admixtures 
plant opened in Widnes. Grace admixtures have been specified for the Jubilee 
Line extension of London's subway system, a project involving the use of Grace 
waterproofing materials as well. 


Sales of value-added products like DCI® (Darex Corrosion Inhibitor) contin- 
ued to climb, particularly in the North American market. DCI® protects the 
reinforcing steel in concrete from the corrosive action of chlorides found in road 
salts and marine environments. Among the new products successfully intro- 
duced in 1994 were PolarSet®, an accelerating admixture offering quicker set 
and faster strength in all conditions, and Postrite™, an innovative system that 


significantly reduces the cost of restoring corrosion-damaged concrete. 


Waterproofing Systems 
Grace has been a leader in waterproofing technology for decades. Its 
Bituthene® product line is an integral part of the restoration of the Seattle 


Kingdome, the world’s largest free-span concrete building. The Kingdome’s 


Grace Construction Products 
Sales 1992-1994 


($ millions) 


1 2-acre roof began leaking shortly after it opened. To prevent future leaks, 
Grace Liquid Membrane and Bituthene® 4000 are being installed as a vapor 
barrier application 


The expanding market for Grace waterproofing ma 


terials resulted in firsttime 
sales in Russia and Vietnam. The city of Moscow has ordered Bituthene® 
membrane and expansion joint products for waterproofing repair work on the 
Autozavodsky Bridge. In Vietnam, Grace Serviwrap™ PIPEwrap was sold to 
PetroVietnam for the 


124-kilometer Bach-Ho offshore natural gas pipeline 


Fire Protection Products 
The Monok 


>" product line has long been the world leader in spray-applied 


fireproofing protection orea will serve the expanding 


A new plant in South K 
economies of Asia Pacific. The 85-st 


ory T&C Tower in Taiwan, currently one of 
the largest hig 


Se Construction projects 


ri 


in the world, is employing Monokote® 


MK-6, as is the Petronas Twin Towers project in Malaysia 


New product introductions and new applications of 


have accounted for more than 20% 


existing technology 
é of Grace Constry 


ction Products revenues in 
eact 


This continuous process of renewal, coupled with a 
ement training program and the integration of best 
Practices throughout the Organization, is benefiting Cush 


h of the past six years. 


worldwide quality manag 


‘omers worldwide 


4 Blended into the mix itself, Grace 


additives enhance strength and 


quality while extending the useful life 


of concrefe structures, 


4 Monokote® spray-applied 
fireproofing is the world leader in 
Protecting steel beams and 
girders in high-rise buildings against 


structural damage from fire. 


GRACE Dearborn 


When Grace Dearborn marketed the first commercial formula to remove 
and prevent scale formation in industrial boilers more than a century 
ago, it virtually founded an industry. Today, Grace Dearborn provides 
value-added water treatment technical services for industrial boilers and 
cooling towers and industrial process water systems to help customers 
meet demanding environmental regulations and industrial process 
productivity and profitability goals. 


Grace Dearborn extended its global expansion in 1994, realizing worldwide 
sales growth at a rate double that of its primary competitors. This increase was 


primarily the result of strong market gains in Latin America and Asia Pacific and 


greater demand for paper industry process chemicals in Europe and Latin 


America. 


In 1994, Grace Dearborn virtually completed the integration of its Aquatec 
operations (acquired in 1993) in the Americas, simultaneously reducing 
operating costs and expanding market coverage. The Company made 
significant market gains in Argentina and in Venezuela, where Grace Dearborn 
opened a new state-of-the-art industrial water treatment chemical production 


plant in Valencia. 


Grace Dearborn also strengthened its business base in Eastern Europe, 
South Africa and the rapidly expanding Asia Pacific region, establishing a 
51%-owned joint venture with lon Exchange India, a leader in water treatment 


products, services and process equipment in India. 


Grace Dearborn has reorganized its worldwide management, marketing 
and support services network into one seamless organization to minimize direct 
selling costs and more effectively serve global customers. Global marketing 
teams focus on major technologies such as deposit contro! and corrosion; they 
also target key industries, such as the pulp and paper, petroleum refining, 


petrochemical, food processing and power generation industries. 


Grace Dearborn 
Sales by Region 
{$ millions) 


Total Sales 


Grace 


| 
ning environmental regula 


Paper process chemica 


5 marbat 1904 
O marke 1994 


an electronic r 


< Environmentally responsible 
chemical treatment Programs and 
value-added customer support and 
consulting services are common 
denominators in Grace Dearborn’s 
total systems approach to meeting the 
needs of its global pulp and Paper 


industry Partners, 


A Industrial customers rely 
on Grace Dearborn field service 
technicians to monitor the 
performance of cooling water systems 
so that water treatment Programs 
are effective in Preventing 
microbiological fouling, scaling 


and corrosion, 
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Grace sealants protect the integrity of more than 400 billion cans and 
bottles each year, making Grace Container Products the world leader in 
can sealing technology. Totally committed to customer satisfaction and 
quality in the delivery of water-based and environmentally friendly 
solvent-based sealants and coatings for the rigid container market, 
Grace container sealant systems are used in beer, beverage, food, 


aerosol and composite containers. 


Grace is forging strong global partnerships with customers to provide container 
sealant systems supported by a comprehensive service package. Helping 
customers enhance their own productivity, Grace Container Products recom- 
mends systems solutions that combine reliable sealing performance with cost 
efficiencies. Grace technicians provide advice to customers in areas ranging 
from selection of raw materials to adjustments in container size or sealant 
application speeds. Grace continues to streamline internal systems as well, 
consolidating global manufacturing facilities and working with suppliers to 


better manage costs and improve productivity. 


Addressing Changing Markets 

With advances in both its sealant and coating technologies, Grace is able to 
offer improved performance when its complementary products are used 
together. Offering a complete portfolio of water- and solventbased sealants, 
Grace Container assists customer conversions to state-ofthe-art and environ- 
mentally compliant products. Its patented Darafresh™ oxygen-scavenging 
technology, introduced in 1993, is gaining acceptance worldwide. 
Darafresh™ reduces or eliminates the use of preservatives and antioxidants, 
helps extend shelFlife and enhances the taste of beer, juices, iced tea and other 


oxygen-sensitive beverages. 


Taking Technology Around the World 
To ensure the successful transfer of technology from the lab to the production 


line, Grace runs sealing performance and product taste tests for customers and 


Grace Container Products 
Sales by Region 


($ millions) 


Total Sales 
$321.9 
$305.5 
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Operates six applications laboratories around the world. T 


service to custom 


ers provides greater assurance of packaging integrity and reliability. In 1994 


Stace opened a new container tec hnical center in the Philippines to 


fo support 


the growing base of customers in that region; a similar facility is planned for 


Brazil. Grace also cc ompleted 


construction in 1994 of g container sealants 


plant in Jakarta, Indonesia Supplying water-based sealing compour 


customers throughout the Asia Pacific region, this 


in 1995 to add coatings 


ic 


acility will undergo expansion 
production capability 
Accelerating global bi 


usiness development activities, Grace formed A O 


Grace KRIZ, a 51%-owned oint venture in Russia for the productio 


1995, Grace 


Nn ana 


distribution of can sealing and closure sealant compounds 


will establish its first sales office in Vietnam 


In response to the globalization of the can indus 


try, Grace has esta 
global market and te 


chnology unit to assure that best practices are available 
wherever needed around the world 
Grace Specialty Polymers 


linked to Grace Container through shared polymer techno Ogy resources, 


alty Polymers develops formulated engineered polymers for printed 
circuit board and component assembly for the electronics electrical, automotive 


and defense industries 


4 Rapidly increasing consumption of 
carbonated soft drinks makes 
container sealing a growth industry in 
developing countries like the 


Philippines. 


4 Grace can sealants and closure 
compounds are small but critical 
components that keep canned 
and bottled foods and beverages 
safe from bacteria and other 


contaminants. 


Grace Health Care, through its National Medical Care, Inc. (NMC) subsid- 
iary, focuses on improving the day-to-day quality of life for people with 
chronic kidney disease by providing high-quality, cost-effective dialysis 
services. A major manufacturer of dialysis products, Grace’s vertical 
integration helps keep costs in check. Rounding out Grace Health Care's 
portfolio is its growing U.S. network of home health care services. 
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Treating Kidney Disease 

When kidneys don’t perform adequately due to injury or disease, dialysis Health Care Sales 1992-1994 
treatments can prolong life. Dialysis is the mechanical filtering process used {Simifions} 
to cleanse the blood of waste products, draw off excess fluids and regulate 

body chemistry. As the world’s leading dialysis services provider, Grace 


Health Care today treats 45,000 patients in need of hemodialysis and perito- 


$1,512.8 


neal dialysis, primarily through a network of more than 550 outpatient clinics. 


Statistics that Save Lives 

Grace Health Care’s patient statistical profile (PSP) system serves as an 
invaluable tool for medical directors to use in building continuous quality 
improvements into the management of dialysis patient care. Tracking clinical 
and demographic information on thousands of dialysis patients, PSP is the 
largest patient record database of its kind. The international expansion of 
Grace Health Care is also creating a significant opportunity to make further 
comparisons on dialysis populations between countries. This is expected to 
yield valuable new insights as to why dialysis patients appear healthier in 


one country versus another. 
NMC biostatisticians use the Company's expansive database to provide 
clinic physicians and staff with quarterly and annual reports on patient popula- 


tions; operational summaries of patient demographics; hospitalization trend 


analyses; and spe ial research studies. The database offers a ric h resource for 
analyzing topics of current ¢ linical concern, such as how the duration of dialysis 
treatment affects health, the benefits of parenteral nutrition and urea reduction 


ratios as predictors of hec lth in hemodialysis patients 
One study using NMC clinical and laboratory data looked at urea reduc 
tion ratios (URRs), which measure how muc h urea is removed during dialysis 


treatment anda inc Jicate how well other waste pr »ducts are eliminated By ana 


lyzing the URRs for 25,000 patients physicians found that when dialysis treat 


ment time was extendea slightly, more was 


products were removed and pa- 


tients were healthier as a result. Based on this research, it is estimated that 
8 000 to 16,000 lives per year can be saved through adjustments n 


treatment times 


LifeChem, the primary 


Laboratory support is critical to patient care. Grace : 


s, contin 


medical laboratory nephrologists use for dialysis blood testing servic 


) expand its range of diagnostic testing services. LifeChem reports de 


ing patient levels of calcium, prealbumin phosphorus and PTH (parathyroid 


ient's 


hormone), for example, help nephrologists determine whether a po 


therapy regimen, diet and medicines remain optimal. In 1994 LifeChem 


developed a breakthrough process for handling PTH samples making it easier 


4A focus on patient needs and 
quality care administered by 
dedicated professionals makes Grace 
Health Care the leading provider of 
kidney dialysis services for treatment 


of chronic renal failure. 


URR (%) Patient Medians & 
Patients (%) Below URR < 55% 


URR (%)—— --= Patients (%) 
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NMC studies that identify and 
interpret key measures of treatment 
effectiveness help physicians optimize 
dialysis treatment. After an NMC 
study of URRs concluded that patients 
with URRs above 55% benefit from 
longer life expectancy, NMC modified 
its dialysis program, resulting in 
nearly 90% of its patients registering 


URRs above 55%. 


> With NMC Homecare nurse 
clinicians, dieticians, respiratory thera- 
pists and clinical pharmacists just a 
phone call away, patients can un- 
dergo clinical treatment in the comfort 


and security of their own homes. 


A Until she received a kidney 


transplant, Cecilia Davila visited with 
NMC Medical Director Carlos Najun 
several times a week as a dialysis 


patient in Buenos Aires, Argentina. 


stance in assessing the skeletal systems 


f dialysis patients and prescribing treatment to reduce the effects of bone 


Ime wee 5 \ ore 
ality assurance, in 1994 all NAAC dialysis clinics were 


aboratory data management system. In 


1, computer 


a 


tions and historic trending capabilities, LifeLine also promotes greater adminis. 


Assuring Quality & Controlling Costs 


Care has developed in depth 


cient management and 


iient, inpatient and home 


well as peritoneal dialysis. NMC teams of engineers, archi 


Al neunidlinestadniheamund 


or retrofit acquired facilities. The Company oversees clinic management and 


perations. ir dina ir 


darams, equipment maintenance 


an a water 


quality control. NMC clinical procedures, quality assurance standards and 


staff training serve as models for other dialysis services providers. 


Supplying its own network of clinics, Grace Health Care manufactures and 
distributes dialysis and other medical supplies including dialyzers, bloodlines, 
dialysate concentrates, peritoneal disposables, dialysis equipment and filtration 


products. Approximately 60% of these products are shipped to non-NMC 


WV Grace Health Care manufactures 


1,000 specialty :dialyits products facilities in 45 countries worldwide. 


h as NaturaLyte dialysat , : 
inilicscaieabtia iy oes . Expanding Internationally 
concentrates#ta/supporiinephrologists Of the 500,000 people worldwide who are stricken with chronic renal disease 
and other medical professionals 6 elt as . . 
Seal lisasiadteitiell : each year, less than 30% have access to dialysis or kidney transplantation. At 
Fe IGT sa IHR ane nUEars: the end of 1993, Grace Health Care had renal care programs in three coun- 


tries outside the United States. Today, NMAC clinics provide dialysis care in 


13 countries worldwide. Plans are underway to expand into eight more 


countries over the next two years, 


Home Care Services 

Grace Health Care is the third largest provider of home infusion 
(intravenous nutrition and medications) and respiratory therapies and 
services in the U.S. Whether the need is for shortterm antibiotic 
delivery or lifelong care for catastrophic illness, clinical teams — 


working out of more than 100 service locations — are available 


MASaxeiak]= SiS 


around the clock to provide a caring, costeffective alternative to 


 Naturatyte 9000 


expensive hospital stays. Committed to improving the quality of life, 


NMC Homecare staff have developed utilization/outcome 
reporting, case coordination and patient case management 


systems to enhance efficiency and reduce the cost of patient care. 


Naturatyte 4400 


In 1994 Grace added 15 new U.S. home infusion markets 
with the acquisition of Home Nutritional Services, |t also acquired 
Personal Care Health Systems, launching its entry into home 
nursing services and providing a fully integrated home care 
services offering in California. This concept will serve as the 


marketing and organizational model for nationwide 


Naturalyte 6600 


implementation over the next 


two years. 


Commitment to Care 
The Commitment to Care program is Grace's way of safeguarding the 
environment and providing for the health and safety of employees. But in fact, it 
is much more. At Grace, “commitment to care” is a philosophy, a way of doing 
business. It signals a responsibility, not just to employees and the environment, 
but to customers and neighbors in the communities where Grace operates 


around the world. It infuses everything the Company does. 


Environment, Health & Safety 
Established in 1994, the Commitment to Care program provides uniform 


standards for employee health and safety and environmental performance at all 


Grace facilities worldwide. This comprehensive, six-part program is an exten- 


sion of the well-known Responsible Care” initiative of the U.S.-based Chemical 


Manufacturers Association 


In the area of pollution abatement, for example, Grace reduced reportable 
emissions in the U.S. under the SARA Title II! program by 91% since 1987. To 


reduce the possibility of groundwater contamination, the Company invested $2 


million at a Fawkner, Australia plant to replace outdated underground storage 


tanks with double-walled, vacuum-monitored, environmentally safe tanks. In 


Sorocaba, Brazil, a unique wastewater treatment system for Grace Davison will 


Commitment to Care 


significantly enhance the quality of the plant's effluent. A similar system is 


planned for Grace Davison’s new facility in Kuantan, Malaysia 


The use of energy-efficient lighting reduces electricity consumption and, as a 
SARA Title III 
Emissions Reductions 


result, the pollution associated with electric power generation. That is the goal 


of the U.S. Environmental Protection Agency's “Green Lights" program, a volun- 


millions of pounds} 


tary initiative to encourage businesses to replace outmoded fixtures with more 


a energy-efficient models. As a Green Lights Corporate Partner, Grace has sur 


veyed more than half its commercial space and identified retrofits which, when 


fully implemented, will save 17 million kilowatt hours of electricity and cut costs 


by approximately 43%. 


Grace's commitment to employee health and safety is reflected in a 50% re 


duction since 1988 in reportable losttime accidents. One Grace facility — 


Grace Packaging’s equipment service center in Duncan, South Carolina, which 


has 212 employees — did not have a single recordable accident in 1994. Sta- 


tistically, an operation of this size should have had 26 employees go to the 


doctor, with 11 of those injuries serious enough for an employee to miss work 


the next day. 


The Products We Make 


“Commitment to care” extends into the products Grace makes as well. Take, for 


example, the Daramend™ system, which utilizes bioremediation in the cleanup 


of soils contaminated with organic pollutants. Grace Dearborn wastewater 


treatment products help industrial customers recycle water or make it environ- 


mentally safe for discharge. Daraclean®, developed by Grace Container Prod- 


ucts, is a water-based metals cleaning technology that is worker-safe, easily re- 
cycled and biodegradable. DESOX® is a Grace Davison additive used to re- 
duce sulfur dioxide emissions from petroleum refining. Grace TEC Systems offers 
a full range of air pollution contro! products for industrial and mobile sources 

In February 1995 Grace formed a joint venture to manufacture automotive 


metal-based catalytic converters. Metal c atalytic converters activate quic kly 


and operate stably when mounted near vehicle manifolds, effectively reducing 
cold-start emissions. These are the emissions that exit the vehicle's tailpipe in the 


first 60 to 90 seconds after engine startup, but before the catalyst has reached 
g f y 


activation or “lightoff" temperature. With reduction of cold-start emissions key to 
meeting increasingly stringent auto emissions standards worldwide, use of metal 


catalytic converters is expected to more than quadruple over the next five years 
yi p g ¥' 


Community Outreach 
A key component of Grace's “commitment to care” philosophy is corporate citi- 
zenship — responding to community needs through financial contributions, in-kind 


services and employee involvement. 


Through Grace Foundation, the Company supports hundreds of nonprofit 


education, health care, social service and youth development programs. Foun- 


Construction of a new wastewater 
treatment facility for the Grace 
Dearborn plant in Sorocaba, Brazil 
is part of a regionwide 
plan to upgrade all effluent 


treatment systems. 


NO 


Science truly comes alive for 
Atholton High School students when 
they share their discoveries with 


Grace scientists. 


1994 Philanthropic Grants* 


Total: $4,029 


$415 


th and chemistry programs ana resulted in 


| in Baltimore, students are encouraged 


ce received the school district's 
onmental program invo 


uryear period of clean- 
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Review of Operations 


Worldwide 
Sales and Revenues 
(excludes results from divested businesses} 


($ millions) 


120 
$182 
$226 
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Asia Pacific 
Europe 
North America 


Specialty Chemicals 
Sales by Industry 


($ millions) 


Water Treatment/ 
Construction 
Products 
Catalysts/Silicas 
Packaging 


Container Products 
Process Chemicals 


Management's Discussion and Analysis of Results of Operations and Financial Condition 


Overview 
Sales and revenues increased 16% in 1994 over 1993, as compared to an increase of 2% in 1993 over 
1992. Excluding businesses divested in 1992, 1993 sales and revenues increased 8% as compared to 1992 

Income from continuing operations in 1994 increased 21%, to $283.3 million, as compared to 1993, 
excluding non-cash charges of $200 million and $100 million after taxes ($316 million and $159 million 
pretax) recorded in 1994 and 1993, respectively, to reflect a reduction in insurance coverage for asbestos 
property damage lawsuits and claims. In 1992, Grace closed its fumed silica plant in Belgium and recorded a 
one-time provision of $140 million, representing the entire net book value of the facility and certain additional 
expenses. Excluding the asbestos and fumed silica charges, income from continuing operations for 1993 
increased 19%, to $234.4 million, over 1992 (including businesses divested in 1992) 

For all periods presented, the Consolidated Statement of Operations has been restated to reflect the 
classification of certain businesses as discontinued operations, as discussed in Note 6 to the Consolidated 
Financial Statements 


Specialty Chemicals 

Sales and revenues increased 11% in 1994 as compared to 1993, reflecting favorable volume, price/product 
mix and currency translation variances estimated at 9%, 1% and 1%, respectively. Volume increases were 
experienced by all core product lines. Packaging volume increases were due to higher sales volumes of bags, 
films and laminates in all regions. The volume increases in construction products were due to the acquisition of 
construction chemicals businesses in the first quarter of 1994, improved construction markets in North America 
and Europe, and improved sales of waterproofing materials in North America Water treatment volume 
increases were due to market share gains in Latin America and North America in the water treatment chemicals 
business and improving conditions in the paper industry process chemicals business in Europe The volume 
increases in container were due to increased sales of can sealing products in Asia Pacific. Catalyst and other 
silica-based products volume increases were due to strong sales of dentifrice silico in North America and market 
share gains in Europe, improved polyolefin catalyst sales as a result of improved market conditions in Europe 
and Asia Pacific, and improved volumes in fluid cracking catalysts in Europe and Asia Pacific, partially offset by 
a decrease in fluid cracking catalyst volume in North America as a result of customers cracking better quality 
crude (requiring fewer catalysts) and an increase in customer maintenance shutdowns in 1994 

Operating income before taxes increased by 19% in 1994 compared to 1993. North American results in 
1994 were positively affected by strong growth in construction and packaging, mainly due to the volume 
increases noted above, partially offset by reduced profitability in fluid cracking catalysts due to the volume 
decreases noted above. European results improved significantly versus 1993, primarily due to improvements in 
fluid cracking and polyolefin catalysts and construction products (due to the volume increases noted above}, 
partially offset by costs associated with streamlining European packaging, water treatment and container 
operations. In Asia Pacific, favorable results were achieved versus 1993, primarily in fluid cracking and 
polyolefin catalysts and container (due to the volume increases noted above}. Latin American 1994 results 
improved versus 1993, primarily due to increased profitability in packaging (due to increased volumes in bags, 
films and laminates). Latin American results also benefited from improved economic conditions in Brazil; 
however, this was partially offset by the devaluation of the Mexican peso in late 1994. 

Excluding sales and revenues and operating income before taxes of businesses divested in 1992 and the 
fumed silica provision referred to above, sales and revenues increased by 3%, and operating income before 
taxes increased by 4%, in 1993 as compared to 1992 The increase in sales and revenues reflected favorable 
volume and price/product mix variances estimated at 6% and 2%, respectively, offset by an unfavorable 
currency translation variance estimated at 5%. Volume increases occurred in 1993 in packaging, water 
treatment, fluid cracking catalysts and silica products, and construction products. North American results 
significantly improved in 1993, as strong growth occurred in packaging, fluid cracking catalysts and silica 
products, and construction products, due mainly to strong volume increases. European results for most product 
lines were adversely affected by recessionary conditions, leading to reduced profitability; however, results for 
European fluid cracking catalysts and silica products improved, primarily due to increased volumes achieved 
following the withdrawal of certain competitors from this market in 1992. In Asia Pacific, favorable results were 
achieved, primarily in packaging and fluid cracking catalysts and silica products. In Latin America, results were 
down, primarily due to the costs of integrating the operations of a new water treatment business, partially offset 
by favorable results in packaging. 


Health Care 
Sales by Industry 
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Home Health Care 


Statement of 
Operations 


Dialysis Services 


Health Care 

Sales and revenues for 1994 increased by 24% over 1993, due to increases of 28% and 47%, respectively, in 
kidney dialysis services and home health care operations, partially offset by a decrease of 7% in medical 
products revenues. The decrease in medical products operations reflects a decline in bloodline sales resulting 
from import alerts issued in the 1993 second quarter (see discussion below). 1994 results for kidney dialysis 
services reflect acquisitions during 1994, and home health care operations include the results of Home 
Nutritional Services, Inc. (HNS), a national provider of home infusion therapy services acquired in April 1994 
The number of centers providing dialysis and related services increased 18%, from 501 at year-end 1993 to 
590 at yearend 1994 (526 in North America, 42 in Europe, 15 in Latin America and 7 in Asia Pacific) 

Operating income before taxes increased by 28% in 1994 over 1993. All health care businesses benefited 
from acquisitions made in 1993 and 1994, continued expansion inside and outside the U.S., and continued 
improvements in cost controls, operating efficiencies and/or capacity utilization. These favorable results were 
partially offset by the costs of improving and expanding quality assurance systems for medical products 
manufacturing operations (see discussion below). 

Sales and revenues for 1993 increased by 19% over 1992, due to increases of 18%, 36% and 11%, 
respectively, in kidney dialysis services, home health care and medical products operations. Operating income 
before taxes in 1993 increased by 55% over 1992, reflecting the continued growth of all health care 
businesses, as well as improvements in cost controls, operating efficiencies and capacity utilization. In addition, 
results for 1992 included costs related to previously reported long-term incentive agreements with certain health 
care executives. 

In 1993, the U.S. Food and Drug Administration (FDA) issued import alerts with respect to (1) hemodialysis 
bloodlines manufactured at the plant of National Medical Care, Inc. [NMC], Grace's principal health care 
subsidiary, located in Reynosa, Mexico and (2) hemodialyzers manufactured in NMC’s Dublin, Ireland facility. 
Products subject to FDA import alerts may not enter the U.S. until the FDA approves the quality assurance 
systems of the facility at which such products are manufactured. In January 1994, NMC entered into a consent 
decree providing for the resumption of importation of bloodlines and hemodialyzers following certification by 
NMC that the relevant facility complies with FDA regulations and successful completion of an FDA inspection to 
verify such compliance. The consent decree also requires NMC to certify and maintain compliance with 
applicable FDA manufacturing requirements at all of its U.S. manufacturing facilities. NMC submitted all 
required certifications for its U.S. and non-U.S. facilities in accordance with the timetable specified in the consent 
decree, and the bloodline import alert was lifted in March 1994. The Dublin hemodialyzer manufacturing 
facility was inspected by the FDA in December 1994, and NMC anticipates completion of all remaining 
corrective actions in the second quarter of 1995. No fines or penalties have been imposed on NMC as a 
result of any of the FDA's actions or in connection with the consent decree. Neither the import alerts nor 
previously reported recalls of certain NMC products have had, or are expected to have, a material effect on 


Grace's results of operations or financial position 


Other Income 
See Note 4 to the Consolidated Financial Statements for information relating to other income 


Interest Expense and Related Financing Costs 
Interest expense and related financing costs increased by 30% in 1994 versus 1993, primarily due to higher 
average shortterm interest rates, coupled with an increase in related financing costs. 

Grace's debt and interest rate management objective is to reduce its cost of funding over the long term, 
considering economic conditions and their potential impact on Grace. The strategy emphasizes improving 
liquidity by developing and maintaining access to a variety of long-term and short-term capital markets. To 
manage its exposure to changes in interest rates, Grace enters into interest rate agreements, most of which 
effectively convert fixed-rate debt into variable-rate debt; these agreements have readily identifiable impacts on 
interest cost and are characterized by broad market liquidity. See Note 10 to the Consolidated Financial 
Statements for further information on interest rate agreements. 

See “Financial Condition: Liquidity and Capital Resources” below and Note 9 to the Consolidated Financial 
Statements for information on borrowings. 


Research and Development Expenses 

Research and development spending decreased by 2% in 1994 versus 1993. In 1994 and 1993, 
approximately 82% and 78%, respectively, of research and development spending was directed toward 
Grace's core specialty chemicals and health care businesses. 


% Total Debt to 


706.1 


529.7 


50.4% 


Income Taxes 

he effective tax rate was 40.1% in 1994 versus 39.2% in 1993. T| 
to certain foreign exchange losses that provided no tax benefit and 
partially offset by lower taxes on foreign operations. Grace recogn 
taxes in 1992 which has been adjusted to reflect subsequent events 
uncertainty as to the realization of certain deferred tax assets, inclu 
local net operating loss carryforwards and net deferred tax assets, a 
certain foreign jurisdictions. Based upon anticipated future results, G 
the valuation allowance, that it is more likely than not that the net de 
In the third quarter of 1993, Grace recorded the effects of the O' 


corporate tax rate to 35% (from 34%), effective January 1, 1993. H 
other provisions of OBRA had a material effect on Grace's results of 

The 1993 effective tax rate decreased to 39.2% as compared wi 
the 1992 provision of $51.9 million 


he higher effective tax rate in 1994 was due 


‘0 increased state and local income taxes, 
zed a valuation allowance for deferred 
The valuation allowance relates to 
ng U.S. tax credit carryforwards, state and 
ind net operating loss carryforwards in 
race has concluded, after consideration of 
ferred tax asset balance will be realized. 
mnibus Budget Reconciliation Act of 1993 


OBRA), which was enacted in August 1993. Among other things, OBRA increased the maximum U.S, Federal 


lowever, neither this rate increase nor the 
operations. 
ith 43.1% in 1992, before giving effect to 


for a valuation allowance for deferred taxes. The decrease was largely 


due to reductions in certain foreign tax rates and higher utilization o! 


research and development and foreign tax 


credits, partially offset by tax costs associated with repatriating to the U.S. earnings of foreign subsidiaries. 
See Note 5 to the Consolidated Financial Statements for further information on income taxes. 


Loss from Discontinued Operations 
In 1993, Grace restated its financial statements to reflect the classification of certain businesses as discontinued 
operations. See Note 6 to the Consolidated Financial Statements for further information 


Financial Condition 


Liquidity and Capital Resources 

During 1994, the net pretax cash provided by Grace's continuing operating activities was $533 million, 
versus $301.6 million in 1993, with the increase primarily due to improved operating resulis and the receipt of 
$33 million in net proceeds from the sale of accounts receivable in 1994 (as compared to the use of $44.1 
million of net cash to repurchase accounts receivable in 1993). Net pretax cash provided by operating 
activities in 1994 and 1993 also included net cash outflows of $60 million and $103.1 million, respectively, 
reflecting amounts paid for the defense and disposition of asbestos-elated property damage and personal 
injury litigation, net of settlements with certain insurance carriers (see discussion below). After giving effect to 
discontinued operations and payments of income taxes, the net cash provided by operating activities was 
$453.5 million in 1994 versus $243.1 million in 1993 

Investing activities used $101.6 million of cash in 1994, largely reflecting capital expenditures and business 
acquisitions and investments, primarily the acquisitions of HNS (for approximately $102 million, exclusive of 
cash acquired and assumed debt of approximately $30 million), kidney dialysis centers, a European flexible 
packaging business and construction chemicals businesses. These investing activities were offset by net 
proceeds of $583.9 million from divestments of non-core businesses. Management anticipates that the level of 
capital expenditures in 1995 will increase to approximately $500 million as compared to $444.6 million of 
capital spending in 1994 

Net cash used for financing activities in 1994 was $322.8 million, primarily reflecting a decrease in total 
debt from December 31, 1993 and the payment of $132 million of dividends. Total debt was approximately 
$1.5 billion at December 31, 1994, a decrease of $176.4 million from December 31, 1993. Grace's total 
debt as a percentage of total capital (debt ratio) decreased from 52.9% at December 31, 1993 to 50.4% at 
December 31, 1994, primarily as the result of the reduction in total debt. 

Effective September 1, 1994, Grace replaced its $1,225 million bank revolving credit agreement with new 
ctedit agreements under which it may borrow up to $700 million at interest rates based upon the prevailing 
prime, federal funds and/or Eurodollar rates. Of that amount, $350 million is available under a 364-Day 
Credit Agreement expiring August 31, 1995, and $350 million is available under a long-term facility expiring 
September 1, 1999. See Note 9 to the Consolidated 
borrowings. 

Grace expects to satisfy its 1995 cash requirements primarily from funds generated by operations and, to a 
lesser extent, from proceeds from divestments. Any net excess or deficit will be applied to or satisfied by 
financings. Although Grace expects that any net new borrowings would be shortterm debt, the maturities and 


Capital Expenditures— 
Continuing Operations 
1992-1994 


($ millions) 


$445 


$3 


Totals: 
$310 


inancial Statements for further information on 


92 


93 94 


General Corporate 
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other terms of any financings will depend on market conditions prevailing at the time. Grace has access to a 


variety of capital resources, including the commercial paper and bank funding markets, in addition to its credit 


27 


agreements. Consequently, management believes that new borrowings will be available to meet Grace's 
needs 


Asbestos-Related Matters 

As reported in Note 2 to the Consolidated Financial Statements, Grace is a defendant in lawsuits relating to 
previously sold asbestos-containing products and is involved in related litigation with certain of its insurance 
carriers. In 1994, Grace paid $60 million in connection with the defense and disposition of asbestos-related 
property damage and personal injury litigation, net of amounts received under settlements with certain insurance 
carriers. During the second quarter of 1994, Grace recorded a non-cash charge of $200 million after taxes to 


reflect a court decision that had the effect of reducing Grace's insurance coverage for asbestos property 


33/50 Emissions Reductions damage lawsuits and claims. The balance sheet at December 31, 1994 includes a receivable due from 
(thousands of pounds) insurance carriers, subject to litigation, of $512.6 million. Grace has also recorded notes receivable of 
approximately $187 million for amounts to be received in 1995 to 1999 pursuant to settlement agreements 
previously entered into with certain insurance carriers. In January 1995, Grace received $100 million under 
one of these settlement agreements 


Although Grace cannot precisely estimate the amounts to be paid in 1995 in respect of asbestos-related 
lawsuits and claims, Grace expects that it will be required to expend approximately $30 million (pretax) in 
1995 to defend and dispose of such lawsuits and claims (after giving effect to payments to be received from 
certain insurance carriers, as discussed above and in Note 2 to the Consolidated Financial Statements). As 
indicated therein, the amounts reflected in the Consolidated Financial Siatements with respect to the probable 
cost of disposing of pending asbestos lawsuits and claims and probable recoveries from insurance carriers 
fepresent estimates; neither the outcomes of such lawsuits and claims nor the outcomes of Grace's continuing 


litigations with certain of its insurance carriers can be predicted with certainty 


Environmental Matters 
Grace incurs costs related to environmental protection as required by laws and regulations, Grace's commitment 
to industry initiatives such as Responsible Care® (the Chemical Manufacturers Association program) and internal 
Grace standards. Worldwide expenses of continuing operations related to the operation and maintenance of 
environmental facilities and the disposal of hazardous and nonhazardous wastes totalled $41 million, $45 
million and $56 million in 1994, 1993 and 1992, respectively. Such costs are estimated to be approximately 
$42 million and $45 million in 1995 and 1996, respectively. In addition, worldwide capital expenditures for 
continuing operations relating to environmental protection totalled $22 million in 1994, compared to $20 
million and $18 million in 1993 and 1992, respectively. Capital expenditures to comply with environmental 
initiatives in future years are estimated to be $26 million and $23 million in 1995 and 1996, respectively. 
Grace has also incurred costs to remediate environmentally impaired sites. These costs were $31 million, $44 
million and $35 million in 1994, 1993 and 1992, respectively. These amounts have been charged against 
previously established reserves. Future cash outlays for remediation costs are expected to total $45 million in 
1995 and $39 million in 1996. Expenditures have been funded from internal sources of cash and are nol 
expected to have a significant effect on liquidity. 

Grace accrues for anticipated costs associated with investigatory and remediation efforts relating to the 


environment in accordance with Statement of Financial Accounting Standards No. 5, “Accounting for 
Contingencies,” which governs probobility and the ability to reasonably estimate future costs. At December 31, 
1994, Grace's liability for environmental investigatory and remediation costs related to continuing and 
discontinued operations totalled approximately $216 million, which amount does not take into account any 
discounting for future expenditures or possible future insurance recoveries. The measurement of the liability is 
evaluated quarterly based on currently available information. In 1994, periodic provisions were recorded for 
environmental and plant closure expenses, which include the costs of future environmental investigatory and 
remediation activities. Additionally, in the first quarter of 1994, Grace recorded a provision of approximately 
$40 million, principally to provide for future environmental costs 
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Consolidated Financial Statements 
W. R. Grace & Co. and Subsidiaries 


Consolidated Statement of Operations 
1994 3 1992 


Sales and revenues ..e...cc-sssssseseeeeeeeees ae? $5,093.3 Z $4 337.0 
Other income (Note 4} ............. 50.5 3 58.8 


Total .eessessssses : a eickeiat 5,143.8 


Cost of goods sold and operating expenses... ” 2,954.9 
Selling, general and administrative expenses ...... 2 1,230.8 
Depreciation and amortization Panes : 260.7 
Interest expense and related financing costs (Note 9) 109.9 
Research and development expenses 132.4 
Provision relating to asbestos-related insurance coverage (Note 2) 316.0 
Provision relating to a fumed silica plant (Note 8) _ 


Total 5,004.7 


Income from continuing operations before income taxes ........ 139.1 
Provision for income taxes (Note 5} 2 55.8 


ncome from continuing operations 83.3 
oss from discontinued operations (Note 6} (108.4) 


Income/(loss) before cumulative effect of accounting changes 26.0 


Cumulative effect of accounting changes (Notes 5 and 16) - 


Net income/(loss) ...... dite ena Teese 26.0 $ (294.5) 


Earnings/|loss) per share 
Continuing operations sionste : ects ‘ ; 14 64 
Cumulative effect of accounting changes - (2.12) 
Net earnings/(loss) ssistesieamiacesisses J : 2 (3.29) 
Fully diluted earnings per share 
Continuing operations 
Net earnings 


Consolidated Statement of Cash Flows 


Dollars in millions 


Operating Activities 
Income from continuing operations before income taxes .. 
Reconciliation to cash provided by operating activities: 
Depreciation and amortization 
Provision relating to asbestos-elated insurance coverage 
Provision relating to a furned silica Plant.....sssssssssessseessseetsseeessees 
Changes in assets and liabilities, excluding effect of businesses 
acquired/divested and foreign exchange: 
(Increase)/decrease in notes and accounts receivable, net . 
INES CSE Ii  AVETIONSS isis. sncsscrissinhiasreserorntipratavataanenenORay 
Net (payments for)/proceeds from settlements of interest 
rate agreements 
Proceeds from asbestos-related insurance settlements........... 
Payments made for asbestos-related litigation settlements, 
judgments and defense COStS ....-ssssesuessssnssseeesessseesnsseeees 
Increase in accounts payable 
Other 


Net pretax cash provided by operating activities 

of continuing operations... : ae 
Net pretax cash provided by operating o act cliviies 

of discontinued operations 


Net pretax cash provided by operating activities ... 
IRGOME TOXSS HUNG ssscacensoreanarasemmrenmoainmannanannRRTANaNNAGS 


Net cash provided by operating activities ....ucscsssssessiesensee 


Investing Activities!" 
Capital expenditures .... 1 ase 
Businesses acquired in purdhiase fransoctions, 

net of cash acquired and debt assumed 
Increase in net assets of discontinued operations .. 
Net proceeds from divestments 
Net proceeds from sale/leaseback transactions 
Proceeds from disposals of assets ... 
Other 


Financing Activities”) 
Dividends paid ...... 
Repayments of borrowings having original 

maturities in excess of three MONHS ......sssssssseesssseseseetsssseees 
Increase in borrowings having original 

maturities in excess of three MONIHS .......ssssesssnsssesseetesstsseressee 
Net (repayments of}/increase in borrowings having original 

maturities of less than three months 
Sale of limited partner interest 
OUHGR  cxcscanacnasminsonanaccnees 


Net cash used for financing activities 


Effect of exchange rate changes on cash and cash equivalents....... 


Increase/(decrease) in cash and cash equivalent: 


Cash and cash equivalents, beginning of year . 


Cash and cash equivalents, end of year 


1994 1993 1992 
$139.1 $22 $192.5 
260.7 234.6 232.1 
316.0 159.0 = 
= = 140.0 
(159.5) (103.2) 48.4 
(43.4) (50.5) (2.3) 
(4.0) 67.9 s2 
138.6 74.6 31.5 
(198.6) (177.7) (101.8) 
10.3 50.1 29.5 
73.8 (174.4) (214.2) 
533.0 301.6 358.9 
6.5 44.2 178.3 
539.5 345.8 537.2 
(86.0) (102.7) (98.9 
453.5 243.1 438.3 
(444.6) (309.6) (398.4 
(276.9) (306.6) 61.2 
(32.9) (43.1) (101.5 
583.9 464.8 221.2 
- 27.2 7 
34.0 15.4 38.7 
34.9 - 36.5 
(101.6) (151.9) Bo7.7, 
(132.0) (128.4) 25.9 
(141.2) (512.6) 274.0 
535.1 373.0 3557 
(605.8) 155.7 508.0 
= = 297.0 
21.1 64 13.8 
(322.8) (105.9) 241.4 
1.6 (.5) (3.5 
30.7 (15.2) 144.3 
47.6 62.8 207.1 
$ 78.3 $ 47.6 $ 628 


The Notes to Consolidated Financial Statements, pages 34 to 49, are integral parts of these statements. 


(See Note 3 to the Consolidated Financial Statements for supplemental information relating to non-cash investing activities. 
1See Notes 3 and 9 to the Consolidated Financial Statements for supplemental information relating to non-cash financing 3] 
activities. 


Consolidated Balance Sheet 


Dollars in millions, except par value lecembe 1994 1993 


Assets 


Current Assets 


Cash and cash equivalents a oceptaaebencensiaaastaniai sczenere $ 78.3 $ 476 
Notes and accounts receivable, net (Note 7). pore 975.7 657.4 
Inventories (Note 7) 5 Sica . Eee 514.2 441.0 
Net assets of discontinued operations (Note 6). ’ 335.6 761.3 
Deferred income taxes 0 295.4 134.1 
Other current assets Se 29.7 36.2 

Total Current Assets 2,228.9 2,077.6 
Properties and equipment, net (Note 8) “ 1,730.1 1,454.1 
Goodwill, less accumulated amortization of $71.8 (1993-$53.2] 672.5 481.6 
Asbestos-elated insurance receivable (Note 2} 512.6 962.3 
Other assets (Note 7) 1,086.5 1,133.0 

Total Assets $6,230.6 $6,108.6 


Liabilities and Shareholders’ Equity 


Current Liabilities 


Shortterm debt (Note 9) $ 430.9 $ 5326 
Accounts payable. : 433.7 4146 
Income taxes 197.0 126.5 
Other current liabilities 872.9 621.9 
Minority interests (Note 12) 297.0 297.0 

Total Current Liabilities 2,231.5 1,992.6 
Long-term debt (Note 9) 1,098.8 LI735 
Other noncurrent liabilities 690.9 613.8 
Deferred income taxes 92.5 97.4 
Noncurrent liability for asbestos-related tigation (Note 2) ‘ans 612.4 Lise 

Total Liabilities , 4,726.1 4591.0 


Commitments and Contingencies (Notes 2, 9 and | 1) 


Shareholders’ Equity (Note | 3} 


Preferred stocks, $100 par value 7.4 7.4 
Common stock, $1.00 par value; 300,000,000 shares authorized 
outstanding at December 31: 1994-94,083,000; 1993-93,465,000 : 94.1 93.5 
Paid in capital waa 308.8 287.8 
Retained earnings Fo asassasss 1,147.5 1,196.2 
Cumulative translation adjustments 8 ; (53.3) (67.3) 
Total Shareholders’ Equity sae 1,504.5 1,517.6 
Total Liabilities and Shareholders’ Equity ........ $6,230.6 $6, 108.6 


The Notes to Consolidated Financial Statements, pages 34 to 49, are integral parts of these statements. 
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Consolidated Statement of Shareholders’ Equity 


Dollars in millions 


Preferred Stocks 
Balance, beginning of year 


Other 


lance, end of year 


Common Stock 

ance, beginning of year 
onversion of notes and debentures 
k options and awards 


cquisition 


alance, end of year 


id in Capital 

Balance, beginning of year 
Conversion of notes and debentures 
Stock options and awards. 
Acquisition 

Other 


Balance, end of year 


Retained Earnings 
Balance, beginning of year 


Net income/(loss} 


Dividends paid 
Balance, end of year 
Cumulative Translation Adjustments 


Balance, beginning of year 
9 g ory 


Translation adjustments 


Balance, end of year 


Total Shareholders’ Equity 


The d Financ 


308.8 


1,196.2 
83.3 
(132.0) 


1,719.0 
(294.5) 
(125.9) 


1,147.5 


1,298.6 


(67.3) 2 
14.0 (64.9) 


90.0 
(92.4) 


(53.3) (67.3) 


(2.4) 


$1,504.5 $1,517.6 


se statement: 


$1,545.0 


1. Summary of 
Significant 
Accounting 
and Financial 
Reporting Policies 


Notes to Consolidated Financial Statements 
Dollars in millions, except per share amounts 


Principles of Consolidation The consolidated financial statements include the accounts of W. R. Grace & 
Co. and majority-owned companies (collectively, Grace). Intercompany transactions and balances are 
eliminated in consolidation. Investments in affiliated companies (20%-50% owned) are accounted for under the 
equity method 

Reclassifications Certain amounts in the prior years’ consolidated financial statements and related notes 
have been reclassified to conform to the current year's presentation and as required with respect to discontinued 
operations. 

Cash Equivalents Cash equivalents consist of highly liquid instruments with maturities of three months or less 
when purchased. The recorded amounts approximate fair value because of the short maturities of these 
investments. 

Inventories Inventories are stated at the lower of cost or market, Several methods of determining cost are 
used, including first-in/first-out, average and, for substantially all U.S. chemical inventories, last.in/first-out. Market 
value for raw and packaging materials is based on current cost and, for other inventory classifications, on net 
realizable value. 


Properties and Equipment Properties and equipment are stated at the lower of cost or net realizable 
value. Depreciation of properties and equipment is generally computed using the straight-line method over the 
estimated useful lives of the assets. Interest is capitalized in connection with major project expenditures and 
amortized, generally on a straightline basis, over the estimated useful lives of the assets. 

Fully depreciated assets are retained in properties and equipment and related accumulated depreciation accounts 
until they are removed from service. In the case of disposals, assets and related depreciation are removed from the 
accounts and the net amount, less any proceeds from disposal, is charged or credited to income 
Goodwill and Other Amortization Goodwill arises from certain purchase transactions and is amortized 
using the straightline method over appropriate periods not exceeding 40 years. Patient relationships (see Note 
7) are amortized using the straightline method over 17 years 


Income Taxes Effective January 1, 1992, Grace adopted Statement of Financial Accounting Standards 


(SFAS) No, 109, “Accounting for 


ncome Taxes.” The Statement requires the use of an asset and liability 


approach for the accounting and financial reporting of income taxes 


Foreign Currency Translation 
relating to countries with highly inf 


Foreign currency transactions and financial statements [except for those 
ljationary economies) are translated into U.S. dollars at current exchange rates, 


excep! that revenues, costs and expenses are translated at average exchange rates during each reporting 


period. The financial statements of 
remeasured as if the functional cur 


subsidiaries located in countries with highly inflationary economies must be 
rency were the U.S. dollar. The remeasurement creates translation adjustments 


that are reflected in net income. Allocations for income taxes included in the translation adjustments account in 
shareholders’ equity were not significant. 


Earnings Per Share Primary earnings per share are computed on the basis of the weighted average number 
of common shares outstanding. Fully diluted earnings per share assume the conversion of convertible debt (with 
an increase in net income for the after-tax interest savings) and the issuance of common stock equivalents 


related to stock options 


Financial Instruments Grace enters into interest rate agreements and foreign exchange forward and option 
contracts fo manage exposure to fluctuations in interest and foreign currency exchange rates. 

The cash differentials paid or received on interest rate agreements are accrued and recognized as 
adjustments to interest expense. Gains and losses realized upon settlement of these agreements (recorded as 
other noncurrent liabilities or other assets, respectively) are deferred and either amortized to interest expense 
over a period relevant to the agreement if the underlying hedged instrument remains outstanding, or recognized 
immediately if the underlying hedged instrument is settled. Premiums paid on caps are amortized to interest 


expense over the term of the cap. Cash flows related to the agreements are classified as operating activities in 
the Consolidated Statement of Cash Flows, consistent with the interest payments on the underlying debt. 

Gains and losses on foreign currency forward and option contracts offset gains and losses resulting from the 
underlying transactions. Gains and losses on contracts that hedge specific foreign currency commitments are 
deferred and recorded in net income in the period in which the transaction is consummated, Gains and losses 
on contracts that hedge net investments in foreign subsidiaries are recorded in the cumulative translation 
adjustments account in shareholders’ equity. See Note 10 for additional information on financial instruments. 


2. Asbestos and Related 
Insurance Litigation 


Grace is a defendant in lawsuits relating to previously sold asbestos-containing products and anticipates that it 
will be named as a defendant in additional asbestos-related lawsuits in the future. At December 31, 1994, 
Grace was a defendant in approximately 38,700 asbestos-related lawsuits representing approximately 
68,000 claims (versus approximately 38,100 lawsuits and 56,700 claims at December 31, 1993). In most of 
these lawsuits, Grace is one of many defendants. Of the lawsuits pending at December 31, 1994, 65 (92 at 
December 31, 1993] involved claims for property damage allegedly caused by the use of asbestos-containing 


materials in the construction of buildings. The plaintiffs in these lawsuits generally seek, among other things, to 
have the defendants absorb the cost of removing, containing or repairing the asbestos-containing materials in 
the affected buildings. The remaining asbestosrelated lawsuits involved claims for personal injury 


Property Damage Litigation 
Through December 31, 1994, 126 asbestos property damage cases had been dismissed with respect to 
Grace without payment of any damages or settlement amounts; judgments had been entered in favor of Grace 
in 10 cases (excluding one case that was settled following appeal of a judgment in favor of Grace and 
another case in which the plaintiff was granted a new trial on appeal, limited to statute of limitations issues); 
Grace had been held liable for a total of $74.6 in 7 cases (3 of which are on appeal}; and 159 property 
damage suits and claims had been settled by Grace for a total of $341.8. 

Included in the asbestos property damage lawsuits pending against Grace and others at yearend 1994 


were the following class actions: (1) a Pennsylvania state court action, certified in 1992, covering all 
commercial buildings in the U.S. leased in whole or in part to the U S. government on or after May 30, 1986 
and (2) an action, conditionally certified by the U.S Court of Appeals for the Fourth Circuit in 1993 and 
pending in a U.S. District Court in South Carolina, covering all public and private colleges and universities in 
the U.S. whose buildings contain asbestos materials 

In July 1994, a South Carolina state court judge dismissed the claims of most ¢ lass members from a 
purported nationwide class action asbestos property damage lawsuit. In his tuling, the judge determined that 
a South Carolina statute prohibits non-residents from pursuing claims in the South Carolina state courts with 


respect to buildings located outside the state The plaintiffs have requested that the court reconsider its 
decision 

In August 1994, Grace entered into an agreement to settle a nationwide class action pending in the U.S 
District Court for the Eastern District of Pennsylvania on behalf of all public and private elementary and 
secondary schools that contain friable asbestos materials (other than schools that “opted out” of the class). The 
terms of the settlement agreement (which is subject to judicial review and approval after class members have 
an opportunity to be heard) are not expected to have a significant effect on Grace's consolidated results of 
operations or financial position 


Personal Injury Litigation 

Through December 31, 1994, approximately 8,400 asbestos personal injury lawsuits involving 22,200 claims 
had been dismissed with respect to Grace without payment of any damages or settlement amounts (primarily 
on the basis that Grace products were not involved), and approximately 17,000 such suits involving 20,000 
claims had been disposed of for a total of $77.1. However, as a result of various trends {including the 
insolvency of other former asbestos producers and cross-claims by co-defendants in asbestos personal injury 
lawsuits}, the costs incurred in disposing of such lawsuits in the past may not be indicative of the costs of 


fol 


isposing of such lawsuits in the future 


Range of Potential Exposure 
Although personal injury cases are generally similar to each other (differing only in the type of asbestos-related 


ness allegedly suffered by the plaintiff), each property damage case is unique in that building age, type, size 
and utilization and difficulty of abatement, if necessary, vary from structure to structure; thus, the amounts 
involved in prior dispositions of property damage cases are not necessarily indicative of the amounts that may 
e required to dispose of such cases in the future. In addition, in property damage cases, information 
regarding product identification on a building-by-building basis (ie., whether or not Grace products were 
actually used in the construction of the building), the age, type, size and use of the building, the jurisdictional 
nistory of prior cases and the court in which the case is pending provide the only meaningful guidance as to 


potential future costs, However, much of this information is not yet available in a majority of the properly 
damage cases currently pending against Grace Accordingly, estimates of future costs to dispose of these 
cases are, in most instances, based on incomplete information, as well as assumptions that may not be 
accurate. Further, uncertainty with respect to the class actions described in “Property Damage Litigation” 
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above make it more difficult to reliably predict the costs Grace will incur in disposing of asbestos-related 
litigation 

Subject to the preceding qualifications (which Grace believes to be significant), Grace has attempted to 
estimate its future costs to dispose of this litigation and has concluded that it is probable that the personal injury 
and property damage cases pending a! December 31, 1994 can be disposed of for a total of $712.4, 
inclusive of legal fees and expenses, of which Grace has recorded $612.4 as a noncurrent liability and 
$100.0 as a current liability, This compares to the estimated liability (current and noncurrent] of $813.7 at 
December 31, 1993, reflecting payments made and the recording in the fourth quarter of 1994 of an 
additional provision of $50.0 for future costs. 


Insurance Coverage and Litigation 

Grace's ultimate exposure in respect of its asbestos-elated lawsuits and claims will depend on the extent to 
which its insurance will cover damages for which it may be held liable, amounts paid in settlement and litigation 
costs. Grace has recorded a receivable of $512.6 at December 31, 1994 for the insurance proceeds it 
expects fo receive in reimbursement for prior payments and estimated future payments to dispose of asbestos- 
related litigation. This compares to a total receivable of $962.3 at December 31, 1993, reflecting nel 
insurance proceeds received, the recognition in the fourth quarter of 1994 of $50.0 in additional insurance 
proceeds expected to be received, the reclassification of $100.0 received in January 1995 in settlement of a 
coverage dispute, and the non-cash charge of $316.0 described below. 

In September 1993, the U.S. Court of Appeals for the Second Circuit issued a decision that had the effect of 
reducing the amount of insurance coverage available to Grace with respect to asbestos property damage 
litigation and claims. The Court of Appeals reversed an earlier District Court ruling that coverage for asbestos 
properly damage claims is triggered by the “discovery of damage" and instead ruled that, under New York law 
(which governs a significant portion of the policies that provide asbestos-related insurance coverage}, such 
coverage is triggered based on the date of installation of asbestos-containing materials. As a resull of this 
decision, Grace recorded a non-cash charge of $475.0 ($300.0 atter-taxes) in the 1993 third quarter, but 
reversed $316.0 ($200.0 after-taxes) of the charge in the 1993 fourth quarter, after the court withdrew its 
September 1993 decision and agreed to rehear the case. On May 16, 1994, the court issued a new 
decision confirming its September 1993 decision. As a result, Grace reinstated a non-cash charge of $316.0 
($200.0 after-taxes) in the second quarter of 1994 to reflect the reduction in asbestos property damage 
insurance coverage 

Grace has settled coverage disputes with certain insurance carriers. At December 31, 1994, these 
settlements provided for the future receipt by Grace of $187.0, including $100.0 received in January 1995 
These amounts have been recorded as current and noncurrent notes receivable, In 1994, Grace received a 
total of $138.6 pursuant to settlements with certain insurance carriers in reimbursement for monies previously 
expended by Grace in connection with asbestos-related litigation; of this amount, $27.0 was received pursuant 
to settlements entered into in 1993, which had been separately classified as notes receivable. A portion of the 
$138.6 has been paid to plaintiffs in previously settled asbestos-related lawsuits. Additionally, $100.0 was 
received in January 1995 in settlement of a coverage dispute. Prior to 1994, Grace received payments 
totalling $172.3 from insurance carriers, the majority of which represented the aggregate remaining obligation 
owed to Grace by those carriers for primary level insurance coverage written by them for the period June 30, 
1962 through June 30, 1987 

Grace continues to seek to recover from its excess insurers the balance of the payments it has made with 
respect to asbestos-elated litigation. As part of this effort, Grace continues to be involved in litigation with 
certain of its insurance carriers, including an affiliated group of carriers that had agreed to a settlement and had 
made a series of payments under that agreement in 1993. The group of carriers subsequently notified Grace 
that it would no longer honor the agreement (which had not been executed) due to the September 1993 U.S. 
Court of Appeals decision discussed above. Grace believes that the settlement agreement (which involves 
approximately $240.0 of the asbestos-related receivable of $512.6 at December 31, 1994) is binding and 
initiated action to enforce the settlement agreement. In January 1994, the U.S. District Court for the Eastern 
District of Texas held the agreement to be enforceable. The affiliated group of carriers has appealed this ruling 
to the U.S. Court of Appeals for the Fifth Circuit and sought to attack it in a collateral action in the U.S. District 
Court for the Southern District of New York; however, Grace successtully stayed this collateral attack. 

For the period October 20, 1962 through June 30, 1985-the most relevant period for asbestos-related 
litigation-Grace purchased, on an annual basis, as much as eight levels of excess insurance coverage. In 


general, excess policies provide that when claims paid exhaust coverage at one level, the insured may seek 


3. Acquisitions and 
Divestments 


4. Other Income 


payment from the carriers at the next higher level. For that 23-year period, the first six levels of excess insurance 
available from the insurance companies that Grace believes to be solvent (based primarily upon reports from a 
leading independent insurance rating service) provide coverage of approximately $1,400.0 (which includes the 
amounts reflected in the receivable discussed above). As mentioned previously, the May 1994 decision from 
the U.S. Court of Appeals for the Second Circuit has limited the amount of insurance coverage available for 
property damage claims. However, if the amount available in the first six levels should prove to be insufficient for 
personal injury lawsuits and claims, Grace has substantial additional coverage available in its two remaining 
levels of excess coverage. In Grace's opinion, it is probable that recoveries from its insurance carriers (including 
amounts reflected in the receivable discussed above), along with other funds, will be available to satisfy the 
personal injury and property damage lawsuits and claims pending at December 31, 1994. Consequently, 
Grace believes that the resolution of its asbestos-related litigation will not have a material effect on its 
consolidated results of operations or financial position. 


Acquisitions 

During 1994, Grace made acquisitions totalling $351.7 {inclusive of cash acquired and debt assumed), 
primarily in its health care, construction products and packaging product lines. Grace acquired Home 
Nutritional Services, Inc. in the first quarter of 1994 for approximately $131.8 (inclusive of cash and assumed 
debt totalling $30.4) and acquired kidney dialysis centers and other health care businesses during 1994 for an 
aggregate of approximately $145.3 in cash. In the first quarter of 1994, Grace acquired construction 
chemicals businesses, and in the fourth quarter of 1994, Grace acquired a European flexible packaging 
business. 

In 1993, Grace acquired Home Intensive Care, Inc. for approximately $129.0 in cash and other health 
care businesses for an aggregate of $115.0 in cash and $3.8 in common stock. Additionally, during 1993 
Grace acquired Latin America’s largest water treatment business for approximately $57.6 in cash. 

In 1992, Grace completed the purchase of the common stock of Grace Energy Corporation (Grace Energy) 
not owned by Grace for $77.3 in cash. See Note 6 for a discussion of divestment activity with respect to 
Grace Energy's businesses. During 1992, Grace continued to expand its health care operations through the 
acquisition of several businesses and facilities for consideration totalling $44.2 in cash. 


Divestments 

During 1994, Grace realized gross proceeds of $646.2 (inclusive of debt assumed by the buyers) from 
divestments, including payments made under financing arrangements entered into in connection with divestments 
in prior years. Substantially all businesses divested during 1994 were previously classified as discontinued 
operations. Divestment proceeds received in 1994 include $42.8 for Grace's remaining interest in The 
Restaurant Enterprises Group, Inc. (REG). 

In 1993, Grace completed the sale of substantially all of the oil and gas operations of Grace Energy and 
certain corporate investments, all of which were previously classified as discontinued operations. Other non- 
core businesses divested during 1993 included a 50% interest in a Japanese chemical operation and a food 
industry hygiene services business for approximately $31.4 and $11.2, respectively. 

In 1992, Grace sold its book, video and software distribution business, which was previously classified as a 
discontinued operation, and its organic chemicals business and related assets. 

See Note 6 for a discussion of divestment activity related to discontinued operations. 


1994 1993 1992 
ee 
Interest income ciceentins $ 17. $21.7 $ 39 
Equity in earnings of affiliated companies 2.9 1.0 3.4 
Gains on sales of investments... - 27.4 22.9 12.6 
OWS TE Eiseccsarszmvewera meccescermasannvaeed a cscunoracv coat ecaasceresnanaczeseea ene snsnucnavscuaabdtretni i 18.5 17.6 38.9 

$50.5 $63.2 $58.8 


ee 
Gains on sales of investments include a 1994 gain of $27.0 on the sale of Grace's remaining interest in REG 
and a 1993 gain of $21.7 on the sale of a 50% interest in a Japanese chemical operation (see Note 3). 
Interest income in 1993 includes $20.0 relating to the settlement of prior years’ Federal income tax returns. 
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5. Income Taxes Effective January 1, 1992, Grace adopted SFAS No. 109, “Accounting for Income Taxes,” which applies an 
asset and liability approach requiring the recognition of deferred tax assets and liabilities with respect to the 
expecied future tax consequences of events that have been recorded in the consolidated financial statements 
and tax returns. If it is more likely than not that all or a portion of a deferred tax asset will not be realized, a 
valuation allowance must be recognized. As permitted under SFAS No. 109, Grace elected not to restate prior 
periods’ consolidated financial statements to give effect to SFAS No. 109. Excluding the deferred tax benefit 
recognized upon the adoption of SFAS No. 106, “Employers’ Accounting for Postretirement Benefits Other Than 
Pensions,” the effect of the adoption of SFAS No. 109 on Grace's 1992 financial statements was not material 

In the third quarter of 1993, Grace recorded the effects of the Omnibus Budget Reconciliation Act of 1993 
(OBRA), which was enacted in August 1993. Among other things, OBRA increased the maximum U.S. Federal 
corporate tax rate to 35% (from 34%), effective January 1, 1993. However, neither this rate increase nor the 
other provisions of OBRA had a material effect on Grace's results of operations 

The components of income/(loss) from continuing operations before income taxes are as follows: 


1994 1993 1992 


Domestic : $ 44.3 $125.4 $206.4 
Foreign 94.8 95.8 (13.9) 


$139.1 $221.2 $192.5 


The provision/(benetit) for income taxes allocated to continuing operations consisted of: 


1994 1993 1992 


Federal income taxes: 
Current... $°25.3 $ 53.6 $ 75.6 
Deferred (34.8) (28.7) (20.2) 
State and local income taxes — current . . 21.8 19.) 16.5 
Foreign income taxes: 
Current 49.1 44.4 57.6 
Deferred (5.6) (1.6) 5.3 


$ 55.8 $ 86.8 $134.8 


At December 31, 1994 and 1993, deferred tax assets and liabilities consisted of the following items 
1994 1993 


Reserves not yet deductible for tax purposes $254.4 $ 969 
Research and development expenses 107.3 iy 28" 
Postretirement benefits other than pensions 93.3 92.1 
Net operating loss carryforwards .... 54.4 47.1 
Tox credit carryforwards 49.0 849 
State deferred taxes 37.5 29.2 
Provision relating to asbestos-related expenses 36.2 7.8 
Capitalized inventory costs and inventory reserves 15.3 19.4 
Pension and insurance reserves 14.8 26.2 
Other : 54.4 42.1 


Total deferred tax assets 716.6 557.9 


Depreciation and amortization 167.4 141.5 
Prepaid pension cost 72.3 71.0 
Other e ae : 21.3 40 


Total deferred tax liabilities ss 261.0 216.5 


Valuation allowance for deferred tax assets : ni 137.0 129.7 


Net deferred tax assets ss $318.6 $2117 


In connection with the adoption of SFAS No. 109, Grace recognized a valuation allowance of $88.4, 
which has been adjusted to reflect subsequent events. The valuation allowance relates to the uncertainty as to 
the realization of certain deferred tax assets, including U.S. tax credit carryforwards, state and local net 
operating loss carryforwards and net deferred tax assets, and net operating loss carryforwards in certain foreign 


6. Discontinued 
Operations 


jurisdictions. Based upon anticipated future results, Grace has concluded, after consideration of the valuation 
allowance, that it is more likely than not that the net deferred tax asset balance will be realized. 

At December 31, 1994, there were $45.0 of tax credit carryforwards with expiration periods through 1998 
and $4.0 of tax credit carryforwards with no expiration period. Additionally, there were state and local and 
foreign net operating loss carryforwards with a tax effect of $54.4 and various expiration periods. 

The U.S. Federal corporate tax rate reconciles to the effective tax rate for continuing operations as follows: 


1994 1993 1992 
ad 
U.S. Federal corporate tox rate 35.0% 35,0% 34.0% 
Increase/(decrease) in tox rate resuling fame 

U.S. and foreign taxes on foreign operation 3.8 7.3 10.8 
Utilization of general business credits (1.5) (2.9) 


State and local income taxes, net of U.S. Federal income tox benefit.. 6.3 46 5.6 


Valuation allowance for deferred tax assets... - - 26.3 
Impact of U.S, and foreign tax rate changes on n deferred | fetes, - (3.3) - 
Basis difference on sale of investment (6.8) = — 
Other, net... 3.3 (1.5) (6.7) 
Effective tax rate 40.1% 39.2% 70,0% 


LT 

U.S. and foreign taxes have not been provided on approximately $301.3 of undistributed earnings of certain 
foreign subsidiaries, as such earnings are being retained indefinitely by such subsidiaries for reinvestment. The 
distribution of these earnings would result in additional foreign withholding taxes of approximately $27.2 and 
additional U.S. Federal income taxes to the extent they are not offset by foreign tax credits. It is not practicable 
to estimate the total tax liability that would be incurred upon such a distribution. 


Cocoa, Battery Separators and Engineered Materials and Systems 

Grace's battery separators business; certain engineered materials businesses, principally its printing products, 
material technology, and electromagnetic radiation control businesses (collectively, EMS); and its cocoa 
business and other non-core businesses were classified as discontinued operations in the second quarter of 
1993. At that time, a provision of $105.0 (net of an applicable tax benefit of $22.3) was recorded to reflect 
the losses expected on the divestment of these businesses. During 1994, Grace sold its battery separators 
business and substantially all of EMS for gross proceeds of $316.2. In February 1995, Grace sold its 
composite materials business, leaving its microwave business as the remaining EMS business to divest. Total 
proceeds received from the divestment of these businesses approximated prior estimates. 


Grace Energy 

Grace Energy was classified as a discontinued operation in 1992. The loss from discontinued operations in 
1992 included a provision of $155.0 (net of an applicable tax benefit of $81.8) to reflect the losses expected 
on the divestment of Grace Energy's operations. In 1994, Grace sold substantially all of its interest in Colowyo 
Coal Company (Colowyo}, Grace Energy's only remaining significant operation, for proceeds of $218.3, 
including $192.8 of proceeds from a non-recourse financing secured by a portion of the revenues from certain 
long-term coal contracts. Grace retained a limited partnership interest in Colowyo, entitling it to share in the 
revenues from these coal contracts. In 1993, Grace sold substantially all of the oil and gas operations of 
Grace Energy for net cash proceeds of $386.0. Total proceeds received from the divestment of these 
businesses approximated prior estimates. 


Grace Distribution and Other 
In 1994, Grace sold its animal genetics and Caribbean fertilizer operations for proceeds of $44.1. These and 
other businesses were classified as discontinued operations in 1993. In 1993, Grace completed the sale of its 
minority interests in Canonie Environmental Services Corporation and Grace-Sierra Horticultural Products 
Company for total proceeds of $41.3. 

The loss from discontinued operations in 1992 included an after-tax provision of $12.1 relating to the loss 
associated with the sale of Grace's remaining Mexican-style restaurant operation. In March 1992, Grace 
completed the sale of Grace Distribution for $97.8 in cash and notes. 
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Operating losses of Grace's discontinued operations subsequent to their classification as such were $14.2, 
$54.6, and $7.2 in 1994, 1993, and 1992, respectively; these amounts are consistent with amounts originally 
estimated and have been charged against established reserves. Operating results and sales and revenues prior 
to classification as discontinued operations were as follows: 

1993 1992 


Cocoa 
Sales and revenues parma ssassssctsineats . - $142.1 $ 683.5 


(Loss}/income from operations before taxes $ (5.6) $ 1.8 
Income tax benefit ae sessstanlina 10 4 


(Loss)/income from discontinued operations : (4.6) ; 22 


Battery Separators and EMS 
Sales and revenues eraccsssssssssesseessnssesseeeysnsnsennees $ 93.8 $ 413.6 


Income from operations before taxes’ $ AZ $ 29.1 
incomeilex piavision jeaiend (2.1) (10.1) 
Income from discontinued operations 2.6 19.0 
Grace Energy 
Sales and revenues : 266.3 
Loss from operations before taxes’ (V1) 
Income tax benefit . i = 66 
Loss from discontinued operations $ (4.5) 
Grace Distribution and Other 
Sales and revenues 14.4 96.5 
Loss from operations before taxes (1.7) (16.2) 
Income tox benefit 3 44 
Loss from discontinued operations (1.4) $ (11,8) 


Total operating results of discontinued operations (3.4) 49 
Net pretax loss on disposals of operations (127.3) (255.1) 
Income tax benefit on disposals of operations 22.3 88.0 
Total loss from discontinued operations $(108.4) $(162 


‘Reflects an allocation of interest expense based on (a) a ratio of the net assets of the businesses classified as discontinued 
operations in the second quarter of 1993 as compared to Grace's total capital and (b) Grace's incremental borrowing rate 
applied to both the expected proceeds from the divestment of Grace Energy and to the net assets of Grace Distribution through 

of their resp 2 sales, assuming that amounts received from the divestment of these businesses were used to reduce 
debt. The abo e ults for the periods prior to classification as dis ed operations include interest expense 
allocations of $ C 6 for 1993 and 1992, respectively 
For financial reporting purposes, the assets, liabilities, results of operations and cash flows of Grace Cecoa 

Associates, LP. (LP) are included in Grace's consolidated financial statements as a component of discontinued 

operations, and the outside investors’ interest in LP is reflected as a minority interest in the Consolidated Balance 

Sheet. See Note 12 for a further discussion of LP. 

Grace is pursuing the divestment of its cocoa business, its remaining EMS business and other investments, 
and expects to conclude such transactions in 1995. Net assets of Grace's discontinued operations (excluding 
intercompany assets) at December 31, 1994 are as follows 


Cocoa Other Total 


Current assets $ 2763 e 215 $ 297.8 
Properties and equipment, net 185.4 38.2 223.6 
Investments in and advances to affiliated companies sis is 38.7 38.7 
Other assets : 42.6 16.7 59.3 

Total assets 504.3 TEST $ 6194 
Current liabilities aati . 185.6 15.8 $ 201.4 
Other noncurrent liabilities . , 78.9 3.5 82.4 

Total liabilities . ‘ $ 264.5 19.3 $ 283.8 


Net assets - : $ 239.8 $ 95.8 $ 335.6 


ee 


7. Other Balance 1994 1993 


Sheet Items Notes and Accounts Receivable 

T sbles, less allowances of $95.1 993 — $4 $ 742.0 $ 54 
127.0 
106.7 


$ 975.7 


Inventories 
R f $ 129.8 


In proce 75.3 59.9 

289.5 43.3 
62.7 
(43.1) 


a i 


$ 218.2 $ 4 

Patient relationships, less accumulated amortiz £ $117.2 $9¢ 214.9 196.4 

lona-term receivables, less allowar £ $90.6 (1993 — $13.4 152.3 ] 
133.3 110.4 
115.7 
79.3 4.4 
56.0 1.4 
39.9 ? 
76.9 


$1,086.5 $1,1 


Other Assets 


8. Properties and 1994 1993 
$ 52.4 $ 5) 


Equipment 
698.3 636.1 


2,080.2 1,842 
397.4 — f 
3,228.3 
(1,498.2) __ (1,323 
$1,730.1 $1,454.) 


9. Debt 


At December 31, 1994, minimum future payments for operating leases were: 


1995 ree 2 onouicanicrteetets senieiatienaoaats : 2 $ 65.3 
1996 — sa 5s Asher nariame naa . 55.0 
1997 . psoralen “ : = 2 : 46.2 
1998 jsomitecatesane : ’ : 36.0 
1999 i . : — : 28.5 
Later years . A ahaee 66.9 


Total minimum lease payments scsi . . wis BAIA 


The above minimum lease payments reflect sublease income of $11.3 per year for 1995 through 1999 and 
a total of $38.6 in later years 

In 1992, a critical raw material supplier to Grace's fumed silica plant in Belgium was effectively denied a 
previously promised permit, resulting in the shutdown of the supplier's plant. As a result, the continued operation 
of Grace's plant would have required Grace to obtain other suppliers and/or take other actions requiring 
significant additional investment. Consequently, Grace closed its plant and in the third quarter of 1992 
recorded a one-time provision of $140.0, reflecting the entire net book value of the facility and certain 
additional expenses. Grace is continuing to seek recovery, through litigation, for certain losses incurred as a 
result of the shutdown of the plant and is actively pursuing the sale of the plant's land and buildings 


1994 1993 


Short-Term Debt 

Commercial paper (3.6% weighted overage interest rate at yearend 1993) = — $ 1674 
Current maturities of long-term debt ...... 2 : s 166.6 91 
Other shorterm borrowings'*! : : z 3 264.3 356.1 


430.9 $ 5326 


Long-Term Debt 
Commercial paper (6.0% and 3.6% weighted average interest rates at yearend 1994 

and 1993, respectively) sepeasraeis : ’ sia 55: $ 308 
Bank borrowings (5.8% and 3.6% weighted average interest rales at 

yearend 1994 and 1993, respectively)!" .......... pestis RE 103.5 479.6 
8.0% Notes Due 2004”) ..... ee en eee 300.0 - 
7.4% Notes Due 2000" .. sia ea . Soe 300.0 300.0 
7.75% Notes Due 2002!) ec. ee eitcnic ti init . 150.0 150.0 
6.5% Notes Due 1995... . spa : are scum 150.0 150.0 
Medium-Term Notes, Series A (6.9% weighted average interest rate at year-end 1994) 128.5 - 
Sundry indebtedness with various maturities through 2006... s 2 = 127.9 72.2 


1,265.4 1,182.6 
Less current maturities of long-term debt...... siasrOdbtceocericaueas : A 166.6 Al 


$1,098.8 $1,173.5 
Fullyear weighted overage interest rate on total debt ......... 5 5.8% 5.5% 


"Under bank revolving credit agreements in effect at yearend 1994, Grace may borrow up to $700.0 at interest rates based 
upon the prevailing prime, federal funds and/or Eurodollar rates. Of that amount, $350.0 is available under a 364-Day Credit 
Agreement expiring August 31, 1995, and $350.0 is available under a long-term facility expiring September 1, 1999. At 
December 31, 1994, no borrowings were outstanding under these credit agreements, These agreements also support the 
issuance of commercial paper and bank borrowings, $109.0 of which was outstanding at December 31, 1994 [included in 
Long-Term Debt above). At December 31, 1994, the aggregate amount of net unused and unreserved borrowings under the 
longterm and 364-day facilities was $591.0. These agreements replaced o Credit Agreement under which $714.6 of 364-day 
facilities and $510.4 of long-term facilities had been available. Grace's ability to borrow under the current facilities is subject to 
compliance with various covenants, including maintenance of total debt to total capitalization and interes! coverage ratios 

?lRepresents borrowings under various lines of credit and other miscellaneous borrowings, primarily of non-U.S. subsidiaries 

‘During the third quarter of 1994, Grace sold $300.0 of 8.0% Notes Due 2004 at an initial public offering price of 99 794% 
of par, to yield 8.03%. Interest is payable semiannually, and the Notes may not be redeemed prior to maturity 

“IDuring the first quarter of 1993, Grace sold at par $300.0 of 7.4% Notes Due 2000. Interest is payable semiannually, and the 
Notes may not be redeemed prior to maturity. 

During the third quarter of 1992, Grace sold at par $150.0 of 7.75% Notes Due 2002. Interest is payable semiannually, and 
the Notes may not be redeemed prior to maturity. 

*During the fourth quarter of 1992, Grace sold $150.0 of 6.5% Notes Due 1995 at an initial public offering price of 99.758% 
of par, to yield 6.59%. Interest is payable semiannually, and the Notes may not be redeemed prior to maturity 

"During the second quarter of 1994, Grace entered into an agreement providing for the issuance and sale from time to time of its 
Medium-Term Notes, Series A (MTNs), with an aggregate issue price of up to $300.0. The MTNs may bear interest at either 
fixed or floating rates and have maturity dates more than nine months from their respective dates of issuance. Interest on each 
fixed rate MTN is payable semiannually, and interest on each floating rate MTN is payable as established at the time of 
issuance 


10. Financial 
Instruments 


Payment of substantially all of Grace's borrowings may be accelerated, and its principal borrowing agreements 


terminated, upon the occurrence of a default under certain other Grace borrowings 

Scheduled maturities of debt outstanding at December 31, 1994 are: 1995 — $166.6; 1996 — $88.1; 
1997 — $111.6; 1998 — $5.1; and 1999 — $13.4 

Interest expense, excluding related financing costs, for 1994, 1993, and 1992 amounted to $86.9, $81.5, 
and $90.0, respectively. Interest payments made in 1994, 1993, and 1992 amounted to $106.1, $102.5, 
and $166.8, respectively. 

A registration statement that became effective in January 1994 covers $750.0 of debt and/or equity 
securities that may be sold from time to time. At December 31, 1994, $321.5 (including up to $171.5 of 
MTNs) remains available under the registration statement 


Long-Term Debt/Interest Rate Agreements 
To manage its exposure to changes in interest rates, Grace enters into interest rate agreements, most of which 
effectively convert fixed-rate debt into variable-ate debt based on the London Interbank Offered Rate. At 
December 31, 1994 and 1993, the notional amounts of outstanding interest rate swaps related to long-term 
debt were $1,010.0 and $970.0, respectively. Notional amounts do not quantify risk or represent assets or 
liabilities of Grace, but are used in the calculation of cash settlements under the agreements. Management 
does not currently intend to settle any of the agreements prior to maturity 

Grace’s debt and interest rate management objective is to reduce its cost of funding over the long term, 
considering economic conditions and their potential impact on Grace The strategy emphasizes improving 
liquidity by developing and maintaining access to a variety of long-term and shorHerm capital markets. Grace 
enters into standard interest rate swaps that have readily identifiable impacts on interest cost and are 
characterized by broad market liquidity 

During 1994 and 1993, Grace realized positive cash flows of $10.0 and $87.0, respectively, from interest 
rate agreements. Realized gains and losses on interest rate agreements are amortized to interest expense over 
a period relevant to the agreement (1 - 10 years); at December 31, 1994 and 1993, unamortized net gains 
were $43.0 and $56.0, respectively. At December 31, 1994 and 1993, Grace would have been required to 
pay $121.0 and $23.0, respectively, to retire these agreements The maturities and notional amounts of the 
swaps closely match underlying debt instruments. This will result in the changes in the fair value of swaps being 
substantially offset by changes in the fair value of the debt. At December 31, 1994 and 1993, the fair value of 
long-term debt was $1,070.0 and $1,210.0, respectively. The fair value of long-term debt is determined by 


obtaining quotes from financial institutions 


Foreign Currency Contracts 
Grace enters into a variety of foreign exchange orward and option contracts to manage its exposure to 
fluctuations in foreign currency exchange rates. These contracts generally involve the exchange of one currency 
for another at a future date. At December 31, 1994 and 1993, Grace had notional principal amounts of 
approximately $10.0 and $34.9, respectively, in contracts to buy or sell foreign currency in the future. The 
recorded values at December 31, 1994 and 1993, which approximated fair value based on exchange rates 
at December 31, 1994 and 1993, were not significant 


Other Financial Instruments 

At December 31, 1994 and 1993, the recorded value of financial instruments such as cash, shorHerm 
investments, trade receivables and payables and shortterm debt approximated their fair values, based on the 
shortterm maturities of these instruments. Additionally, the recorded value of both long-term investments and 
receivables approximated fair values. Fair value is determined based on expected future cash flows, discounted 
at market interest rates, and other appropriate valuation methodologies 


Market and Credit Risks 

Exposure to market risk on interest rate and foreign currency contracts results from fluctuations in interest and 
currency rates, respectively, during the periods in which the contracts are outstanding. The counterparties to 
Grace's interest rate swap agreements and currency exchange contracts consist of a diversified group of major 
financial institutions, each of which is rated investment grade. Grace is exposed to credit risk to the extent of 
potential nonperformance by counterparties on financial instruments. Any potential credit exposure does not 
exceed the fair value as stated above; Grace believes the risk of incurring losses due to credit risk is remote 


11. Commitments and 
Contingent 
Liabilities 


12. Minority Interest 


Grace is the named tenant or guarantor with respect to certain lease obligations of previously divested 
businesses. The leases, some of which extend to 2014, have future minimum lease payments aggregating 


$67.3. Grace is also the named tenant or guarantor with respect to lease obligations having future minimum 
lease payments of $35.8, as to which a previously divested home center business had been released in 
bankruptcy; offsetting this is $35.1 of future minimum rental income from subtenants. Grace continues to attempt 
to sublease the remaining properties and believes its ultimate exposure is not material 

Grace is the named tenant with respect to lease obligations, with future minimum lease payments of $15.2, 
that have been assigned to Hermans, a previously divested business. Grace believes its ultimate exposure 
under these leases is not material and that it is fully indemnified by other parties for any losses it may incur under 
these leases. 

Grace is contingenily liable with respect to leases entered into by REG's subsidiaries. After undergoing a 
reorganization in 1993, REG (now named Family Restaurants, Inc.) has agreed to indemnity Grace with respect 
to these leases. At December 31, 1994, these leases have future minimum lease payments of $68.3. Grace 
believes any risk of loss from these contingent liabilities is remote 

Grace is subject to loss contingencies resulting from environmental laws and regulations, which, among other 
things, impose obligations fo remove or mitigate the effects on the environment of the disposal or release of 
substances at various sites. Grace accrues for anticipated costs associated with investigatory and remediation 
efforts where an assessment has indicated that a loss is probable and can be reasonably estimated. At 
December 31, 1994, Grace's liability for environmental investigatory and remediation costs related to 
continuing and discontinued operations totalled approximately $216.0, as compared to $160.0 at December 
31, 1993. The principal reason for this increase is due to a change in the estimated costs of remediation at a 
former manufacturing site due to additional required remediation activities. Additionally, a change in the 
estimated liability for remediation costs related to a previously divested business, as a result of a court ruling that 
Grace is responsible for a substantial portion of the costs, contributed to an increase in the liability; Grace has 
separately recorded a receivable for the amount expected to be received from its insurance carriers with respect 
to this liability 

In 1994, periodic provisions were recorded for environmental and plant closure expenses, which include the 
costs of future environmental investigatory and remediation activities, Additionally, in the first quarter of 1994, 
Grace recorded a provision of approximately $40.0, principally to provide for future environmental costs 
These provisions are included in the Consolidated Statement of Operations as part of cost of goods sold and 
operating expenses. Grace's current balance sheet reserves are considered adequate to cover the 
aforementioned liabilities. 

Grace's environmental liabilities are reassessed whenever environmental circumstances become better 
defined and/or remediation efforts and their costs can be better estimated. The measurement of the liability is 
evaluated quarterly based on currently available information, including the progress of remedial investigation at 
each site, the current status of discussions with regulatory authorities regarding the method and extent of 
remediation at each site, and the apportionment of costs among potentially responsible parties. As some of the 
previously mentioned issues are decided (the outcome of which is subject to various uncertainties] and/or new 
sites are assessed and costs can be reasonably estimated, Grace will continue to review and analyze the need 
for additional accruals. 


Minority interest consists of a limited partner interest in LP. The total capital of LP at December 31, 1994 was 
$1,473.2. LP’s assets consist of Grace Cocoa’s worldwide cocoa and chocolate business, long-term notes 
and demand loans due from various Grace entities and guaranteed by W. R. Grace & Co. and its principal 
operating subsidiary, and cash. Grace had $368.1 of borrowings from LP at December 31, 1994. Four 
Grace entities serve as general partners of LP and own general partner interests totalling 79.03% in LP; the sole 
limited partner of LP, which initially acquired its interest in LP in exchange for a $300.0 cash capital contribution 
($297.0 of which was funded by outside investors), owns a 20.97% limited partner interest in LP. LP is a 
separate and distinct legal entity from each of the Grace entities and has separate assets, liabilities, business 
functions and operations. For financial reporting purposes, the assets, liabilities, results of operations and cash 
flows of LP are included in Grace's consolidated financial statements as a component of discontinued 
operations and the outside investors’ interest in LP is reflected as a minority interest 


13. Shareholders’ The v 
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optio er stoc | at Dece 1994, a )00 shares 


ends paid on the prete' tocks unted t of 199 sand 1992 


eferred Stock, $1 par value 


14. Stock Incentive 
Plans 


ns are summa 
1994 


Average 
Number Exercise 
of Shares Price 


6,965,304 $36.48 
1,358,900 42.27 


8,324,204 
(606,444) 29.21 
(104,872) 37.33 


38.08 


5,056 


994) were available for additional grants 


15. Pension Plans 
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Grace maintains defined benefit pension plans covering employees of certain units who meet age and service 
requirements. Benefits are generally based on final average salary and years of service. Grace funds its U.S 
pension plans in accordance with federal laws and regulations. Non-U.S. pension plans are funded under a 
variety of methods because of differing local laws and customs and therefore cannot be summarized 
Approximately 60% of U.S. and non-U.S. plan assets at December 31, 1994 were common stocks, with the 
remainder primarily fixed income securities 

Pension (benefit)/cost is comprised of the following components 


1994 1993 1992 
U.S. Non-U,S, U.S. Non-US US. Non-US. 
Ne 
Service cost on benefits earned during the year $25.6 Sis4. $176 § 95 Sill & O4 
Interest cost on benefits earned in prior years 49.8 19.3 36.3 17.1 eed 16.5 
Actual loss/(return) on plan assets 7.9 10.6 (108.2) (56.7) (209) (30.6) 
Deferred (loss|/gain on plan assets (89.5) (37.4) 58.) 36.0 (30.5) 5 
Amortization of net « costs (7.7) (1.6) (5.3) (1.7) (8.4) (5.5) 
Net pension [benefit] /cost $ (3.9) $ 43 $ (15) $ 42 $170) $ (7) 
—— eee 
The funded status of these plans was as follows: 
1994 1993 
U.S. Non-U.S. US. Non-U.S 
—— 
Actuarial present value of benefit obligation 
Ve $575.2 $171.4 $614.2 $172.6 
Accumulated benefit obligation $579.8 $179.7 $620.0 $182.2 
Total projected benefit obligation $636.7 $240.3 $691.4 $263.4 
Plan assets at fair value 751.6 268.3 836.4 270 
Plan as exces: ected ° 114.9 28.0 1450 67 
pi (83.9) (3.8) 196.1] (6.4 
31.3 4.0 34.8 4.2 
63.4 (13.0) 47.6 9 
Prepaid pension cost $125.7 $ 15.2 $131.3 $ 5.4 
SS 
Incl ).3 in 1994 and $66.0 in 1993 of deferred pension costs 


The following significant assumptions were used in 1994, 1993, and 1992 


1994 1993 1992 
U.S. Non-U.S. US. NonU,S. U.S. Non-U.S. 
Discount rate at December 31 8.5%  5.0-12.0% 45- 9.2% 8.0% 6.0 -12,0% 
Expected long-term rate of return 9.0 6.0-10.5 6.0-10.5 90 6.0-11.0 
Rate of compensation increase 5.5 4.0- 7.5 B= 725 6.0 a= 7.5 


Grace's Retirement Plan for Salaried Employees (Plan) contains provisions under which the Plan would 
automatically terminate in the event of a change in control of W. R. Grace & Co. and Plan benefits would be 
secured through the purchase of annuity contracts. Upon such termination, a portion of the Plan's excess assets 
would be placed in an irrevocable trust to fund various employee benefit plans and arrangements of Grace, 
and any balance would be returned to Grace 


16. Other Postretirement 
Benefit Plans 


nefits for retired employees of 


Grace provides certain other postretirement health care and life insurance 
specified U.S. units. These retiree medical and life insurance plans provide various levels of benefits to 


employees (depending on their date of hire) who retire from Grace after age 55 with at least 10 years of 


service. The plans are currently unfunded 
292 adopted SFAS No. 106 
for the future costs of postretirement health care and life insurance benefits over the employees’ years of service 
1g, us 


mmediate rec 


Effective January 1, 14 which requires the accrual method of acc ‘ounting 


The “pay as you go” method of accounti 
adoption of SFAS No. 104 


resulted in a charge to 1992 


?, recognized these costs on a cash basis. The 


sd prior to 1 


on the 


\gnition basis, concurrent with the adoption of SFAS No, 109 


earnings of $ O, net of $98.0 of deferred income taxes. In addition, the 


application of SFAS No, 106 resulted in a decrease of $5.1 in 1992 after-tax earnings from continu 


ations. Grace's cash flow, however, is unaffected by implementation of SFAS No, 106, as Grac e 


continues to pay the costs of postretirement benefits as they are incurred 


nber 31, 1994 a 


Included in noncurrent liabilities as of Dece 


nd 1993 are the following 


1994 1993 
Accumulated postretirement benefit obligation 


Retirees $192.6 $168.9 
Fully eligible particioont 12.1 36.9 
Active ineligible participants 26.3 38.3 
Accumulated postretirement benefit obligation 231.0 244.1 
Unrecognized net los (28.5) 


Unrecognized prior service benefit 48.6 


Accrued postretirement benefit obligation $251.1 $256.3 


Net periodic postretirement benefit cost for the years ended December 31, 1994, 1993. and 1992 is 


comprised of the folle wing Components: 


1994 1993 1992 
service cost | $ 2.2 $ 3 


dn 16.2 13.2 15.6 
Amortization of net | 1.2 y 
Amortization of prior service benefit (4.3) (4.5) (1.9) 


t 
Net periodic postretirement benefit cost $15.2 $11.1 $17.5 


Interest cost on accumulated postretirement benefit obligat 


As a result of classifying certain operations as discontinued, Grace rec ognized reductions in the accrued 
postretirement benefit obligation of approximately $16.6 and $23.5 in 1993 and 1992 respectively, which 
are reflected in the reserve for dis¢ ontinued operations 


. 95 | j 
During 1992, Grace's retiree medical plans were amended to incr 


cost sharing by em loyees retiring 


after January 1, 1993. This amendment dec reased the accumulated postretirement benefit obligation by $48.6 
at December 31, 1994 and will be amortized over an average remaining future service life of approximately 
12 years, 


Medical care cost trend rates were projected at 10.9% in 1994, declining to 6,0% through 2002 and 


remaining level thereafter, A one percentage point increase in each year's assumed medical care cost trend 


rate, holding all other assumptions constant, would increase the annual net periodic postretirement benefit cost 


3.0 and the accumulated postretirement benefit ¢ bligation by $18.7, The discount rates at December 31 
1993 b, 7 5%, and 8.0% 


3, and 1992 were 8 


espectively 


Effective January 1, 1994, Grace adc opted SFAS No. 112, Employers’ Acc ‘ounting for Postemployment 


Benefits,” which requires accrual acc ounting tor non-accumulating postemplc yyment benefits. Grace's primary 


postemployment obligation is for disabled workers’ medical benefits These are currently included in accrued 


postretirement costs under SFAS No. 106. The ack ption o 


SFAS No. 112 did not have a material effect on 


Grace's results of operations or financial position 


17. Industry Segments 


and Information 
About Foreign 
Operations 


Industry Segment Information 


Grace is a global producer of specialty chemicals and holds a leadership position in specialized health care 
services and products. The tables below present information related to Grace's two industry segments for the 


years 1994 -1992. Intersegment sales, eliminated in consolidation, are nominal and are not disclosed 


separately 


les and Revenues 


Pretax Operating | 


Identifiable Assets 


Capital Expenditures 


Depreciation and Amortizatior 


Information About Foreign Operations 


The table below provides information pertaining to Grace's operations by geographic area. Asia Pacific and 
Latin America are included in Other. 


Sales and Revenues 


Pretax Operating Income’ 


Identifiable Assets 


1994 
1993 
1992 


1994 


1993 
1992 
1994 
1993 


1992 


United 


States 


$3,309 
7 A565 


Europe Other 
$1,058 $604 
932 497 
1,08) 404 
81 


59 


523 


Total 


$5,093 
4,408 
4,337 
587 
478 
425 
4,099 
3,293 
2,799 


Pretax operating income and total identifiable assets for both segment and geographic results are reconciled 

below to income from continuing operations before income taxes and consolidated total assets, respectively, as 
presented in the Consolidated Statement of Operations and Consolidated Balance Sheet. Ca 
expenditures and depreciation and amortization expense are reconciled below to the respective amounts 


ital 


presented in the Consolidated Statement of Cash Flows. Grace allocates to its industry segments general 
corporate overhead expenses, general corporate research expenses and certain other income and expense 
items that can be identified with segment operations 

1994 1993 1992 


$ 587 $ 478 


Pretax operating in 


Interest expense and related finc (110) (84) (100) 
Provision relating to asbestos-related insurance coverage (316) (159) 
Provision relating to a fumed silica plant (140) 


income, net (22) (14) 8 
$ 139 $ 221 $ 193 


Other (expen 


Income from continuing operations before income taxes 
3 


Identifiable assets $ 4,099 $ 3,2 $ 2,799 
Asbestos-related insurance receivable 513 

General corporate assets’ 1,283 1,093 1,235 
Discontinued operations’ net assets 336 76) ),565 
Total assets $6,231 $ 6,109 $ 5,599 
Capital expenditures $ 415 $ 289 $ 276 
General corporate expendit 30 2) 34 
Discontinued operations’ expe - * 88 
Total capital expenditures $ 445 $ 310 $ 398 
Depreciation and amortization $ 242 $ 216 $ 216 
General corporate depreciation and amortization 19 19 16 


$ 261 $ 235 $ 


jal'depreci 
| deprec 


1993 and | egments of overhead exe 


general corporate resé ms to conform ntation. 


les and investment: 


General corporate ass: ] 


Quarterly Summary and 


Statistical Information 
Unaudited-dollars in millions 
except per share 


Pretax Operating Income 
for Specialty Chemicals and 
Health Care 

($ millions) 


1994 


Financial and Statistical Review 


Quarter Ended 
1994 


Specialty Chemicals 
Health Care 
Total sales and revenues 
t of ds sold and operating expenses 


Jet income/(loss) .. 


Earnings/(loss) per share 


Net earnings/ loss) 


Fully diluted earnings per share 
Net earnings 


Dividends declared per common share 


Market price of common stock 
High 
low 


Close 


1993 

Specialty Chemicals 

Health Care 
Total sales and revenues 

Cost of goods sold and operating expenses 
ne/(loss} from continuing operations 

os from discontinued operations 

Net income/|loss} 


gs/(loss) per share 
ntinuing operations 


Net earnings/|loss} 


Fully diluted earnings per share 
Continuin } 


Ne! earnings 


Market price of common stock 
High 
low 


Close 


1Q 


$ 675.4 
401.4 


S 7e2z9 
454.0 


3Q 


$ 815.5 
491.2 


4Q 


$ 944.4 
528.5 


$1,076.8 
680.6 
38.2 


Al 


40 
35 


$1,236.9 
721.5 
(134.3) 


(1.43) 


35 


43 
39 
397s 


729.9 
364.2 


$1,306.7 
755.4 
76.0 


81 


80 
35 


42% 
38 Vs 
All, 


734.7 
401.4 


$1,472.9 
797.4 
103.4 


41's 
36 
385 


$ 782.9 
409.1 


$ 1,094.1 
644.) 
53.9 
(105.0) 
(51.1) 


$ 1,136.1 
660.1 
(236.4) 


(236.4) 


(2.56) 
(2.56) 


$ 1,192.0 
7\9.) 
285.2! 


Worldwide Operations 


Dollars in million 


Capital Expenditures, 
Net Fixed Assets and 
Depreciation and Lease 


Amortization 
Dollars in millions 


sales and Revenue’ Pretax Operating Incomé 
1994 1993 19942) __1993 2 

United States/Canada 

Specialty Chemicals . .. $1,679 S555: $1,455 $192 $148 

Health Care 1,752 1,424 | 240 109 

Total ste 3,431 56 432 

Europe 

Specialty Chemicals 956 852 69 67' 

Health Care ‘ = J 02 __ 80 5 7 7 

Total 1,058 932 _ 74 4 84 

Asia Pacific 

Spec ialty Chemicals 366 307 178 56 AA 4 | 

Health Care . 12 8 6 7 2 2 - 

Total . 378 315 284 58 46 4) 

Latin America 

Spec ialty Chemicals 217 181 o( 21 

Health Care 9 _ ‘ 2 

Total... 226 23 3 | 

Subtotal 5,093 4,408 587 3 400 

Divested Businesse - —_ - 2s 

Total Continuing Operations $4,33 $587 $4 $4 


$5,093 _ $4,408 


confarm to the |S 


srate overhead expense 


Capital Expenditure Net Fixed Asset 


99) 71994 __1993___1992_1994 19931992 


Operating Group 


Specialty Chemicals $000 $1,262 $1,049 $ $144 $1 $131 

Health Care ) 324 ) 21 «56 A 

Subtotal 1,586 1,32 1] 200 181 16 
1| Corporate 4 144 128 10 1S- 15 | 

Total Continuing Operations 445 310 1,730 1454 1,298 215 | 184 


Divested Businesses - 


Discontinued Operations - 


Total $445 $310 $398 $1454 $1,708 $215 $196 $202 


Geographic Location 
United States and ¢ anada.$272 $194 


Europe 86 68 34 55 19 A 
Other Areas stan 57 27 12) e 16 ie) | 
Subtotal 415 289 | 1,196 200 18] | 
General Corporate 30 21 10 15 | 15 


Total Continuing Operations 445 310 
Divested Bus 


Discontinued Operations - 


Total $445 $310 


$1454 $1708 $215 $196 $202 


Financial Summary’ |! 1993 1992 199] 1990 
Dollars in millions, except 
per share amounts Statement of Operations 
Sales and revenues wees $5,093.3 $44084 $43370 $43866 $43097 
iicomuitron Cost of goods sold anid operating expenses 2,954.9 2,615.7 2,581.7 2,629.0 2684.4 
Continuing Operations* Depreciation and amortization 260.7 234.6 232.1 241.5 227.2 
nterest expense and related financing costs. 109.9 84.4 99.8 126.6 138.6 
Research and development expenses ............- 132.4 135.0 130.0 128.1 125.4 
ncome from continuing operations 

before income taxes 139.1 222" 19235! 334.2 272.1 
Provision for income taxes . 55.8 86.8 134.8 1325 OF 5 
ncome from continuing operations 

before special items” . 283.3 234.4 202.8 198.2 174.6 
ncome from continuing operations 83.3 134.4 57.7 201.7 174.6 
loss})/income from discontinued operations - (108.4) (162.2) 16.9 28.2 
Cumulative effect of accounting changes .. - ~ (190.0) 


Net income/(loss} ; 83.3 26.0 (294.5) 218.6 202.8 


Financial Position 

Current assets sue. $2,228.9  $2077.6 $2,091.4 $1,990.0 $2,380.1 
Current liabilities ..... : resins 2,231.5 1,992.6 1,639.6 1,622.1 1,680.1 
Properties and equipment, net .............. 1,730.1 1,454.1 1,707.9 2,558.2 2,462.1 
Total assets - suas 6,230.6 6,108.6 5,598.6 6,007.1 6,226.5 
Total debt. were : 1,529.7 1,706.1 1,819.2 2,259.4 2,285.9 
Shareholders’ equity — common vdtock wou, APTA 1,510.2 1,587.5 20177 1,905.0 


Data Per Common Share 
Earnings from continuing operations 

before special items... mimo: | EO DS Ge Ame 2.27 $ 2.03 
Earnings from continuing operations .......-.....- 88 1.46 64 2.31 2.03 
Cumulative effect of accounting changes - = (2.12) - - 
Earnings/ (loss) sae . ' .88 28 (3.29) 2.50 2.36 
Dividends asamp sta 1.40 1.40 1.40 1.40 1.40 
Book value seoueeits , 15.91 16.16 17.10 2277 22.14 
Average common shares 


outstanding (thousands) asec 93,936 91,461 89,543 87,236 85,879 


Other Statistics 
Dividends paid on common stock ...---:-ssse000-+ $ 1315 $ 1279 $ 1254 $ 1220 $ 1202 
Capital expenditures ....... piamtehngs 444.6 309.6 398.4 447.0 513.7 
% Total debt to total capital ........ccssssssesseceseesees 50.4% 52.9% 54.1% 52.7% 54.4% 
Common shareholders of record wesc 18,501 19,358 20,869 21,949 23,327 
Common stock price range 5‘ 46'/2-36 A1'4-3452 45-32 403%4-23% 33%-17 
Number of employees — continuing 
operations (thousands) ... . 37.9 H 4 32.9 34.2 
Certain prior year amounts have been reclassified to conform to the 1994 
7!Excludes provisions of $200.0 and $100.0 in 1994 and 1993, respectively, relating to asbestos-related insurance coverage. 
1 1992 a $140.0 provision relating to a fumed silica plant in Belgium and an incremental charge of $5.1 for 
ement benefits prior to plan amendments, and a strategic restructuring gain of $3.5 in 1991 
2 $316.0 provision relating to asbestos-related insurance coverage 
$159.0 pr on relating to asbestos-related insurance coverage 
a $140.0 provision relating to a fumed silica plant in Belgium 
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